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To our Correspondent Banks 
and banks throughout the nation 


We wish you a wealth of happiness 
for the coming holiday season 
and a generous measure of increasing success 


throughout the New Year 


The First National Bank 
of Chicago 


Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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No matter how extensive or complicated the 
requirements of your customers, you can meet 
them with the help of the correspondent 
services of Guaranty Trust Company. 


With branch offices and correspondents in 
every commercially important country in the 
world, we can keep you up-to-date on local 
conditions — help you handle your require- 
ments as they arise at the source. 


You are invited to use the correspondent 
facilities of Guaranty Trust Company to full 
advantage. We also invite your inquiries on 
any specific questions you may have. We know 
of no better way to demonstrate our usefulness 
to you. 


Guaranty Trust Company 
of New York 


Capital Funds $380,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. 
New York 36 New York 21 


Rockefeller Plaza at 50th St. 
New York 20 


London Paris Brussels 


Member Federal Deposit Insurance Corporation 
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BANKER WRITES 
. Ihave always found you ready to 


AN UPSTATE NEW YORK 
cooperate in any way... it has been a 
Pleasure to know the Officers in the va- 
rious departments and to receive their 
valuable advice upon problems which 
were and are constantly appeari. 


the small country banker.’? 


ZZ] 


te. 
yen : 


¥ 


a 
~ 


> 
m “y3 
‘ Re, 


TTTIT il 









| 











IRUSTS 


and 


STATIES 


DECEMBER 1952 
VoL. 91, No. 12 


FOUNDED 1904 








MID-CONTINENT TRUST CONFERENCE PROCEEDINGS 


Highlights of Convention 
Wills for Oil Men 


Trust Officer’s View of Public Relations 
Tax Exemption for Charitable Trusts 


Patterns in Pension Trusts 
Trust Accounting for Oil and Gas 
Trust Service for Farmers 
More Business from Better Service 


888 
892 
931 
934 
938 
944 
947 


Thomas A. Knight 
Robert A. Wilson 
Seicdasnieneibaenaaniia R. N. Gresham 
Carlysle A. Bethel 
Clark W. Breeding 
Robert S. Davis 


PROFESSIONAL INVESTORS DIGEST 


Sidelights on Institutional Investment 


Memos of the Month 


Trade Winds: Confidence Keynotes Electric Utilities 
Electric Utilities Commons 


Moody’s Investors Yield Tables 
Investments in Oil Industry 


Canadian Equities in Canadian Trust Accounts 
ARTICLES 


The Estate-Owned Business 


What is Indirect Payment of Premiums? 


How Many Copies? 
CURRENT EVENTS 


Climate for Trust Service — Edit. ........ 881 
Trust Committee Chairmen Named .... 882 
Texas and Delaware Trust Meetings .... 883 
Corporation Ad of the Month ............ 895 
New Jersey Trust Conference ............ 915 
New Forum Developments .................... 924 


VOLUME 91 TOPICAL INDEX: 


CHRISTIAN C. LUHNOW 
Editor & Publisher 


P. PHILIP LACOVARA .......- Managing Editor 
WILLIAM M. BRADNER .... Associate Editor 
THOMAS L. FREDERICK .... Associate Editor 
M. M. IMBRO ..................-- Business Manager 
Editorial Secretary 
F. M. JOHNSON ........ Circulation Manager 
S. J. FOOSANER .... Contributing Tax Editor 


Member of the Audit Bureau of Circulations 


Published monthly and copyright 1952 by 
FIDUCIARY PUBLISHERS, INC. 
50 East 42nd St., New York 17 
Vanderbilt 6-0310 


Subscription: $5.00 a year; Canada $5.50; 
Foreign $6.00; Single Copies 60 cents. 


Trusts AND ESTATES is not to be considered as 
endorsing the views advocated in signed articles. 





——————————__ 


DecemBER 1952 


P. L. Smith 
W. T. Hyde, Jr. 


Joseph B. Pope 


ee cee Richard H. Forster 923 
Kcusnaasisananchaishiehlebanbeeate F. L. Gibson 954 
DEPARTMENTS 
Beutel Paund Tada .....-.....-...c..20c<.c00.0-+- 914 
"Foust Ad Asrmetees «.....-.:..22-<-...-- sees 925 
Trust Personnel Changes .................... 926 
Wodaval "Tat TOUGe: x. <---scccccccisccnseccccccssnts 949 
Where There’s A Will ......................-.-..- 953 
Ectermtee FROUOe. «02 -<< cence cc ceresescnse 953 
| 955 


960; ADVERTISING INDEX 964 


Cover Picture . . . Power plant and dam 
on the Sacandaga River, N. Y., representa- 
tive of hydro-electric units all over the na- 
tion which supplement the output of coal 
and oil fueled plants. Electric utility secur- 
ities hold an important place in conservative 
investment portfolios, and recent réports of 
trusteed funds show substantial commitments 
in preferred and common utility stocks. A 
recent survey conducted for the Southern 
Association of Science and Industry credits 
the South’s electric companies with in- 
creasing power potential at a more rapid 
rate than any other section of the country. 
Private concerns in thirteen southern states, 
which added 86 new generating units be- 
tween 1946 and 1952, are planning a further 
expansion of 60 more units with 6,452,000 
kilowatt generating capacity to be com- 
pleted in the next four years. This is part 
of a ten year, $4 billion program in an 
area where industrial progress and electric 
demand are advancing together. Develop- 
ments in three states —- Texas ($706 mil- 
lion), North Carolina ($523 million) and 
Florida ($522 million) make up nearly half 


of the projected four billion. 
Photo by Ewing Galloway, N. Y. 


Entered a; second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act vu. 
d March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 





A.B.A. Mid-Winter Trust 


Conference Dates 


The outlook for the trust business 
under prospective economic changes on 
both the domestic and _ international 
scene will be the theme of the 34th 
Mid-Winter Trust Conference of the 
American Bankers Association at New 
York’s Waldorf-Astoria next February 
9, 10, and 11, it was announced by 
Robert A. Wilson, president of the Di- 
vision and senior vice president, The 
Pennsylvania Company for Banking and 


Trusts, Philadelphia. 


First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient “staff and line” 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line” 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 































During the past 60 years, Philco Corporation has enjoyed such spectacular growth 
that today it is a world leader in the development, manufacture, and distribution 


of quality products for the home and industry. 


Foundation for this tremendous growth has been the pioneering spirit of Philco 
in advanced scientific research, and the constant development of new manufacturing 


and marketing methods that year after year have raised the standards of the entire industry. 


Leadership is a Philco tradition. Here is just part of the record: World’s largest 
radio and television manufacturer . . . leader in room air conditioners for 15 straight 
years ... creator of the famous Philco Dairy Bar Refrigerator, by actual 
sales records the most wanted by American Housewives in 1952... new, exclusive 
achievements in electric ranges and home freezers . . . pioneer in the development 
of microwave relay and other communications equipment . . . vital research 
and production for the government’s defense program. 


Yes, these are the fruits of Philco leadership . . . leadership that is constantly 
expanding the frontiers of better living. 


On this, its 60th Anniversary, Philco reaffirms its policy of ever-broadening the 
horizons of scientific research, to bring the highest quality, the most advanced products 
to the public and industry . . . constantly fulfilling the responsibilities of leadership. 









TELEVISION ® RADIO ® REFRIGERATION ® HOME FREEZERS 
ELECTRIC RANGES ® AIR CONDITIONERS 
ELECTRONIC PRODUCTS FOR INDUSTRY AND ARMED FORCES 
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EDITORIAL... 






Climate for Irust Service 


EADING ECONOMIC OBSERVERS ANTICIPATE A YEAR of gen- 
far business stability in 1953, with production and pay- 
rolls steady in most lines and the accent shifting from pre- 
dominantly inflationary forces to a balanced-budget govern- 
ment operation. Readjustment to a sound-money basis may 
indeed affect in moderate degree certain industries and com- 
panies, but no sharp swings are anticipated and dollar sta- 
bilization will bring reassurance to the economy. Reduction 
in government spending and taxing, meaning more money 
in the hands of the public for spending or saving, will be a 
natural trade stimulant, too. 


Sumner Slichter of Harvard notes that, while certain 
new and powerful deflationary forces have been developing, 
some effective protections have been developed against them 
as well as against inflation. Dr. Marcus Nadler of New York 
University sees a bright future. with any decline probably 
of moderate proportions, “unless aggravated by unwarranted 
pessimism.” Elliott V. Bell of Business Week finds encourage- 
ment to business sentiment which has been “cautious, even 
pessimistic, all through these boom years.” A rip-roaring 
stock market, he warns, could be the sign that the boom 
is nearing its end. 


The editors of U. S. News & World Report forecast good 
business all through the first half and probably the entire 
year, with “clear sailing until job layoffs begin.” . . . and 
war-order industries complete their expansion programs and 
allied ones taper off. The National Association of Purchas- 
ing Agents points out that, as a result of renewed confidence 
in the business community in inflation control and govern- 
ment economy, “pigeonholed expansion and new production 
plans are being dusted off and reviewed” in many lines. 


i TRUSTEES THIS CAN MEAN greater usefulness as the 
public becomes more alert to the value of investment 
safeguards available from fiduciary and other professional 
investment services. Whatever the bond or stock markets 
may do under the new administration, both beneficiary and 
trustee will have the new feeling of being on solid economic 
ground. 


New business has been coming into trust departments in 
very substantial volume in most areas where consistent effort 
has been made by all bank personnel, including the com- 
mercial officers, backed by intelligent, informative advertis- 
ing. Indeed, it is largely due to these factors and the contacts 
developed with corporations through pension trusts, as well 
as by better relations with attorneys and life underwriters, 
that new business has continued to gain. The potential 
amount of estate analysis work still to be done assures a 
heavy backlog of prospective business for all types of trust 
services, as well as investment agency accounts, but some 
bank managements have still failed to grasp the profit and 
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YEAR-END PROSPECT AND OPPORTUNITIES 


business building possibilities of this department and leave 
their trust officers bogged down under a hopeless load of 
detail work for lack of competent clerical help. 


So much “new wealth” has been “redistributed” in modest 
amounts that new trust business will require revision and 
extension of prospect lists. Many small businesses and busi- 
nessmen have need of trust services, and here trustmen can 
offer valuable aid to accountants, attorneys and insurance 
underwriters, to the benefit of their client. As pension trust 
business becomes more widely understood, it is no longer 
confined to large metropolitan centers, but, because of the 
technicalities involved, caution in this field is indicated until 
more experience is gained. Trust departments in smaller 
cities as well as in major financial centers are also beginning 
to develop profitable corporate trust and agency accounts, 
which are recognized as a most stable type of business. 


HE OLD STANDBYS — executorships and trusteeships — 

have been growing substantially in number and volume 
throughout the country, largely as the fruit of past promo- 
tion effort and successful administration records, aided by 
re-establishment of trusts by distributees. The increase in 
administrative detail, complicated by taxation problems and 
the five-day week, has raised costs without offsetting com- 
pensation. Several trust departments are now meeting this 
situation by part-time arrangements with clerks and junior 
officials of the banking department who finish regular work 
early in the day and welcome the opportunity to make extra 
income after-hours. 


Renegotiation of trust accounts bearing old, inadequate 
fees has been a partial offsetting factor, however, and the 
more than one hundred banks operating common trust funds 
are now benefiting from lower costs by elimination of much 
repetitive and time-consuming detail. In most localities, the 
need is for a revision of the fee schedules in line with actual 
cost-analysis figures. 


As Senator Byrd pointed out in a recent speech on the 
economics of our present war-nurtured prosperity and open- 
handed government spending, we have been in the position 
of a man who mortgages his home and is enjoying the 
pleasure of spending the proceeds. Mortgages, whether indi- 
vidual or national, have a way of coming due, and the 
process of repayment or self-denial causes real readjustments. 
We have already paid part of our national mortgage through 
inflation, and we can amortize the balance soundly under 
businesslike fiscal policy and high production. But even in 
the cushioned swings of business and finance that the future 
may bring, trust departments will not only provide an in- 
creasingly important stability to their banks’ earnings, but 
will also add to the security of their beneficiaries and the 
general economy. 
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IN THE NEWS 


A.B.A. Trust eo 
Committee Chairmen Named 





» 


President Robert A. Wilson has an- 
nounced appointment of Committee 
Chairmen for the Trust Division of the 
American Bankers Association: 


Common Trust Funds: Charles F. 
Zukoski, Jr., vice president and trust of- 
ficer, First National Bank, Birmingham. 


Corporate Trust Activities: Carl E. 
Buckley, vice president, Chase National 
Bank, New York 


Costs and Charges: William G. Cleaver, 
vice president and trust officer, First Na- 
tional Bank & Trust Co., New Haven 


Employees Trust: Wallis B. Dunckel, 
vice president, Bankers Trust Co., N. Y. 


Fiduciary Legislation: Jackson S. Hut- 
to trust officer, Guaranty Trust Co., N. Y. 


Operations for Trust Depts.: Joseph T. 
Keckeisen, vice president and secretary, 
First National Bank of Chicago 


Relations with the Bar: Don H. Mc- 
Lucas, vice president, Northern Trust 
Co., Chicago 


Relations with Life Underwriters: 
Thoburn Mills, vice president, National 
City Bank, Cleveland 


Relations with Supervisory Author- 
ities: John W. Remington, executive vice 
president, Lincoln Rochester (N. Y.) 
Trust Co. 


Taxation: Carlysle A. Bethel, senior 
vice president and senior trust officer, 
Wachovia Bank & Trust Co., Winston- 
Salem 


Trust Education: Clarence D. Cowdery, 
vice president, Boatmen’s National Bank 
of St. Louis 


Trust Information: Earl S. MacNeill, 
vice president, Irving Trust Co., New 
York. 

Trust Investments: Paul I. Wren, vice 
president, Old Colony Trust Co., Boston 


Trust Personnel: Evans Woollen, Jr., 
chairman of board, Fletcher Trust Co., 
Indianapolis 


Trust Policies: Richard P. Chapman, 
president, Merchants National Bank, Bos- 
ton. 

A AA 


Louisiana Broadens Trusts 


At the November election, Louisiana 
voters approved a Constitutional amend- 
ment permitting the creation of trusts 
for one life in being. The duration of 
trusts has, until now, been limited to one 
year. An analytical article on this change 
will appear in an early issue. 
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Trusts Up in North Carolina 
and Ohio 


Trust assets in the hands of state 
banks of North Carolina increased some 
15 per cent during 1951, according to 
figures recently released by the Commis- 
sioner of Banks. The total on December 
31, 1951 was $307,484,735, compared with 
the previous year’s volume of $267,528,- 
865. 

Gross earnings from trust operations 
were off about two per cent, from 
$1,386,459 in 1950 to $1,366,935 in 1951. 

In his letter of transmittal to Gover- 
nor Scott, Commissioner W. W. Jones re- 
ported 34 regular trust examinations 
during the year, while 22 na‘ional banks 
were visited for information regarding 
their trust activities. 

Personal trusts administered by 42 Ohio 
trust companies amounted to $1,307,776,- 
000 on June 30, 1952, according to data 
furnished by Superintendent of Banks 
Thurman R. Hazard. This represents a 
gain of some $33 million over the figure 
one year earlier. 

Twelve foreign trust companies are 
handling approximately $325 million of 
trust funds, a rise of about $20 million. 
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“Who Says It’s A Man’s World?” is the 
latest theme in a series of messages being 
distributed by the Pennsylvania Bankers 
Association and directed at building a better 
public understanding of the role of banking 


in the American system. The theme empha- , 


sizes the important role women play in the 
nation’s financial activities. For example: 
Women own 60% of the nation’s savings 
accounts; 50% of large corporation stock; 
inherit 64% of estates left by other women; 
are beneficiaries of 80% of all life insur- 
ance. 

The above poster is printed in four colors 
with lavender predominant. In a lavender 
folder and in newspaper ads, the dominant 
art work is a young woman holding a bank- 
book and saying “Who Says It’s A Man’s 

World?” 


Bar Committee Chairmen 
Appointed 


Earl S. MacNeill, chairman of the 
Section of Real Property, Probate ang 
Trust Law of the American Bar Aggo. 
ciation, has announced appointment of 
the following chairmen of Committees: 


U. S. Supreme Court Rule to Gover, | 
Condemnation Cases: Harold L. Reeve 


Chicago 
Extension of Section Activities: Thos, 
S. Edmonds, Chicago 


Rules against Perpetuities: 
Looker, New York 

Acceptable Titles to Real Property; 
Ray L. Potter, Detroit 

Community Property and Jointly Hel; 
Titles to Real Property: Melvin B. Og. 
den, Los Angeles 


Charles 


Current Literature Relating to Real 
Property Law: Sidney Frisch, Chicago 

Planning and Developing Metropolitan 
Communities: Elsa C. Beck, Chicago 


Significant Decisions on Real Property 
Law: Kenneth B. Cope, Canton, Ohio 


State and Federal Legislation Affect. 
ing Real Proyerty: David E. Horn, S$. 
Louis 


Fiduciary Transfers: Creighton S. Mil. 
ler, Chicago 

Fiduciary Committee — Law and Pro. 
cedure: Edward B. Winn, Dallas 


Fees and Commissions in Probate Pro. 
ceedings: Joseph P. Cummings, New 


-Rochelle, N. Y. 


Guardians and Conservators: James A. 
Dixon, Miami, Fla. 


Pension and Profit-Sharing Trusts: 


James K. Taylor, New York 


Trust Investments: Robert Neill, Jr, 
St. Louis 

State and Federal Taxation: 
Kimbrough, Los Angeles 


Significant Trust and Probate De- 
cisions: Harold C. Jesse, New York 


Draftsmanship: Wills 
Paul B. Sargent, Boston 


A. R. 


and Trusts: 


State Legislation Affecting Trusts and 
Estates: P. Philip Lacovara, New York 


Trust and Probate Literature: Arad M. 
Riggs, New York 


A AA 


Kuhns Heads P. R. Council 


William R. Kuhns, editor of “Banking,” 
has been named director of the Public 
Relations Council of the American Bank- 
ers Agsociation; and G. Edwin Heming 
has been advanced to manager of the Ad 
vertising Department. They fill vacancies 
resulting from the resignation of John 


B. Mack, Jr., who is opening his ow | 


advertising agency in New York City. 
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Texans Plan New Probate Code 


and Fees 


Revision of trust 
fees, including 
charges for special 
or extraordinary 
services, and re- 
form of probate 
procedure will be 
submitted to the 
Texas Legislature. 
These _  develop- 
ments were the 
highlights of the 31st annual meeting of 
the Trust Section, Texas Bankers Asso- 
ciation. held in Dallas on November 12. 
A Section Committee, under the chair- 
manship of Ross P. Bennett, vice presi- 
dent and trust officer of Houston Bank 
and Trust Co., has made a long study 
of the compensation question. R. Dean 
Moorehead of the Austin Bar is prepar- 
ing the draft of a model probate statute 
in cooperation with the Section Commit- 
tee headed by Judge Edward S. Boyles 
of the First National Bank of Houston. 


Ersell C. Duke, trust officer of the 
American National Bank, Austin, was 
elected Chairman of the Administrative 
Committee of the Trust Section, succeed- 
ing Walter W. Scott, vice president and 
trust officer of State National Bank, El 
Paso. Elected to the Administrative 
Committee for a three-year term was 
Homer E. Henderson, vice president and 
trust officer, Second National Bank of 
Houston. 


ERSELL C. DUKE 


A A A 
Short Trust Course for Lawyers 


As the fourteenth in its series of in- 
stitutes, conferences and short courses 
for practicing lawyers and judges, the 
University of Illinois College of Law 
presented a two-day course on trusts and 
trust relations at Urbana on November 
28-29. The lectures, delivered largely by 
practitioners and trustmen, were on the 
following topics: 


General Concept and Creation of 
Trust: Professor M. I. Schnebly 


Administration of Trust: William K. 
Stevens, First Nat’l] Bank, Chicago 


Liabilities under a Trust: Winston 
Moore; McDermott, Will & Emery, 
Chicago 

Special Types of Trusts: John Mann, 
Chicago Title & Trust Co. 


Drafting Problems: Middleton Miller; 
Sidley, Austin, Burgess & Smith, 
Chicago 


Marital Deduction: Austin Fleming, 
Northern Trust Co., Chicago 


Tax Problems Related to Trusts: Pro- 
fessor J. Nelson Young 
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Delaware Trust Forum 
Sets Record 


A record turnout of some 85 trust- 
men from throughout the State attended 
the Fourth Annual Trust Forum spon- 
sored by the Trust Section of the Dela- 
ware Bankers Association on November 
19, at the Mapledale Country Club in 
Dover. The session consisted of a panel 
discussion of questions submitted by the 
audience. Moderator was Howard E. 
Lynch, president of the First National 
Bank of Dover. His associates were: 


New Business: A. Cleaver Bolton, 
Equitable Security Trust Co., Wilming- 


ton. 


Administration: Joseph W. Chinn, Jr., 
Wilmington Trust Co. 


Investments: Willard F. Heisler, Dela- 
ware Trust Co., Wilmington. 


Attorney Relations: Houston Wilson, 
Esq.. Georgetown. 


At the dinner, C. A. Sienkiewicz, 
president of Central-Penn National Bank 
of Philadelphia, presented an optimistic 
outlook for business and banking in 
1953. 

Chairman of the Section is Joseph 
R. Johnson, assistant to the president, 
Industrial Trust Co.. Wilming‘on. 


Lindquist Heads FPRA School 


Robert Lind- 
quist, vice presi- 
dent, Harris Trust 
& Savings Bank, 
Chicago, was elect- 
ed chairman of the 
Board of Man- 
agers of the School 
of Financial Public 
Relations, by the 
Board of Directors 
of the Financial Public Relations Asso- 
ciation. He replaces John L. Chapman, 
vice president, City National Bank & 
Trust Company, Chicago, who retired 
after serving two years as head of the 
school. 





ROBERT LINDQUIST 


The sixth session of this professional 
school of bank public relations, adver- 
tising and business development will be 
held July 27-August 8, 1953 on North- 


western University’s Chicago campus. 
A A A 


Erratum: Common Trust Fund 
Legislation 


In the list of common trust fund en- 
abling laws (T&E, Nov. 1951, p. 802), 
the maximum participation for individual 
trusts in Alabama should be $50,000. 










@ PALM CANYON 


Ir you have customers 
moving to Central or to 
Southern California, we shall 
be pleased to provide them 
with complete Trust service. 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 


OF LOS ANGELES 





2 

Head Office: Sixth and Spring Streets 
Los Angeles, California 
Telephone: MUtval 0211 
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OIL INVESTMENTS, 


ORE THAN 500 TRUST EXECUTIVES 
M attended the 21st Mid-Continent 
Trust Conference held in Dallas Novem- 
ber 13-14, under the sponsorship of the 
American Bankers Trust 
Division. Various aspects of investments 
in the petroleum and related industries 
occupied a principal place on the pro- 
gram, with major attention also focused 
on public relations and new business. 


Association 


The traditional routine of the opening 
session was enlivened by a spirited in- 
vocation from Bishop Charles C. Selec- 


man. former President of Southern 
Methodist University and cousin of 
Merle E. Selecman who. as executive 


manager of the A.B.A. and secretary of 
the Trust Division, presided. Following 
the welcoming remarks by Ben H. 
Wooten, president of the Dallas Clearing 
House Association and of the First Na- 
tional Bank in Dallas. the delegates gave 
a rousing ovation to Governor Allan 
Shivers who made a deep impression on 
the audience with the comment that the 
people of Texas believe in self-depend- 
ence and interdependence—not depend- 
ence. The Governor expressed the view 
that his State is still under-developed as 
to its potential resources. as well as 
under-invested. 


W. Harold Brenton reiterated the con- 
viction, stated in his acceptance speech 
as president of the American Bankers 
Associaton, that all bankers should take 
a more positive and active attitude in 
interpreting to their communities the 
meaning of basic economic develop- 
ments. The care of the depositor dollar 
is not enough; bankers should know 
the whys of current legislative proposals 
and speak out to assist in molding pub- 
lic opinion. “The informed citizen, with 
power of decision,” stated Mr. Brenton, 
who is president of the State Bank of 
Des Moines, “is the last defense for 
a free world.” 
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Skyline of Dallas — Scene of Conference 


Because trustmen speak every day 
with persons who have entrusted money 
to their management, upon the income 
of which they are often dependent, they 
have an exceptional opportunity to act 
as missionaries for a sound economy. 
Mr. Brenton likewise stressed the favor- 
able outlook for wider use of trust 
facilities, asserting that “people who 
never had a bank account or need for 
service are now coming into our banks 
and trust departments.” Financial lead- 
ership compasses today, he said, new 
horizons and bankers must develop, 
through education, skill and_ training 
undreamed of in the past. 


The recent election marked a return 
to morality and common sense in na- 
tional affairs, with the breaching of 
party lines and the reassertion of our 
individualistic faith in American fund- 
amentals, according to Wesley S. Izzard, 
editor and publisher of the Amarillo 
(Texas) Daily News. This sweeping re- 
jection by the electorate of twenty years 
of alien philosophies should be, however, 








AT MID-CONTINENT TRUST 
CONFERENCE 


Left to right: Merle E. Selecman, Executive 
Manager of A. B. A. and Secretary of its 
Trust Division; Ben H. Wooten, President, 
Dallas Clearing House Association, and First 
National Bank in Dallas; W. Harold Bren- 
ton, President of A. B. A. and State Bank 
of Des Moines; Bishop Charles C. Selecman, 
retired, former President Southern Meth- 
odist University in Dallas. 





NEW BUSINESS FEATURE DISCUSSIONS 





only the beginning of the war against 
government paternalism, he declared, 
During the coming administration's 


term, the American people must unite [ 
in a crusade for constitutional principles } 


which will reestablish freedom as our 


choicest possession, rather than our so } 


widely-advertised material resources. 


The need for good public relations is 
critical in the banking and trust busi- 
nesses, Robert A. Wilson, senior vice 
president, Pennsylvania Company for 
Banking & Trusts, Philadelphia, and re. 


cently installed president of the Trust Di- } 


vision, told the Conference. He outlined 
a program of public relations activities 
for trustmen ranging from advertising 


and participating in civic affairs on the | 


outside to educating directors and train- 
ing personnel in the public relations 
possibilities of the telephone and _ the 
written letter. A thoroughgoing ap- 


proach to the development of the best f 


human and public relations is the more 


necessary, Mr. Wilson said. because so 


much of today’s wealth is held by the 
generation which produced it and _ has 
not yet learned the difficulties of passing 


it on successfully. His remarks are ex } 


tended at page 892. 


Oil & Gas 


Within ten years. United States petro- } 


chemical plants should represent a four- 
fold increase in investment and output 
as compared with 1952, despite an al: 
ready ten-fold increase in private invest- 
ment in this industry since the end of 
World War II, in the opinion of Paul 


Weaver, technical assistant of the Gulf 


Oil Corporation. Because of the difh- | 


culty in segregating the investment in 
such facilities, current totals can only be 


estimated but Chemical Engineering has } 
placed a figure of $1.8 billion on all f 


chemical manufacturing industry in the 
Texas Gulf Coast area, whch embraced, 
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as of 1950, 85% of the nation’s petro- 
chemical plants because of proximity of 
ample supplies of oil and gas. 


Research has produced in volume cer- 
tain chemicals previously available only 
as by-products of refining processes, 
such as toluene. and has also produced 
new compounds in the hydrocarbon 
field for many other purposes; also, 
some are intermediates or chemicals sus- 
ceptible of combination with others for 
new end products. Mr. Weaver ex- 
pressed the thought that coal also offered 
possibilities for manufacturing expan- 
sion comparable to the petro-chemicals. 


Following a brief outline of the tech- 
niques of the petro-chemical industry, 
Mr. Weaver concluded that its phenom- 
enal growth and impact on the econ- 
omy should serve to stimulate interest 
in similar developments elsewhere, as 
well as call attention to the important 
changes that might take place if there 
is a change in control of prices of mate- 
rials produced by different means and 
in different plants, from the present sys- 
tem whereby these supplies are permitted 
to be sold at controlled prices in some 
cases differing for different plants. 


If banks want to be named under 
trusts and wills of oil men, they must 
equip themselves to engage actively in 
the oil business, declared Thomas A. 
Knight, of the Dallas law firm of 
Thompson, Knight, Wright & Simmons. 
Complimenting the banks in his area 
on the successful management of oil 
businesses entrusted to them. Mr. Knight 
said that, in the preparation of wills 
and trust agreements. the guiding hand 
should be that of the trust officer. Sug- 
gestions for drafting and administering 
such trusts are set forth at page 888. 


The particular accounting problems 
of holding oil and gas interests in trusts 
were expertly analyzed by Clark W. 
Breeding, partner in the Dallas office of 
Peat, Marwick, Mitchell & Co. Giving 
a typical case, Mr. Breeding recommend- 
ed adoption of a special accounting sys- 
tem to cover such investments both from 
the tax standpoint and with reference to 
allocation between income and _princi- 


pal. His plan is developed at page 938. 


Extension of Trust Service 


A large field for trust activity lies 
in the pension and profit-sharing poten- 
tial of approximately 30,000 U. S. cor- 
porations which have not yet established 
such plans, Carlysle A. Bethel, senior 
Vice president and senior trust officer, 
Wachovia Bank & Trust Co., Winston- 
Salem. N. C., stated to the Conference. 
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The figure makes allowance for 300,000 
corporations with annual incomes too 
small to make good prospects, and 70.- 
000 more which either have such plans 
already in operation or for other reasons 
are beyond present consideration. In 
his paper reported more fully at page 
934, Mr. Bethel described the various 
types of pension and profit-sharing plans 
with particular reference to the use of 
stock funds either to assist retired per- 
sonnel as a whole in meeting the effects 
of inflation. or to provide further retire- 
ment income for particular groups of 
employees. 


Farm management can be profitable 
and should be promoted by banks and 
trust companies impinging upon the 









Story of the Conference 


Delegates at the Mid-Continent 
Trust Conference in Dallas last month 
got a chuckle out of Bishop Charles 
Seleeman’s ancedote about the old 
lady who attended a revival meeting 
















with her young nephew. It seemed 
that everytime the minister damned 
some alleged evil — such as dancing, 
drinking, smoking — she’d add a loud 
“Amen!” But when he came to damn- 
ing users of snuff, the woman snorted 
“Now he done quit preachin’ and 
started meddlin’.” 









rural field, Robert S. Davis, vice presi- 


dent and trust officer. First National 
Bank & Trust Co., Lexington, Ky., in- 
formed the trustmen. He described how 
his institution had developed this type 
of activity. and summarized the results 
of a survey of statute and case law in 
midwestern states governing trust de- 
partment management of farms, includ- 
ing mantenance of livestock. Details of 
his operation are outlined at page 944. 


Success in the trust business requires 
a quality of service superior to that of 
the traditional individual competitors, 
William O. Heath, vice president, Harris 
Trust & Savings Bank, Chicago, said in 
his portion of a symposium on “How 
to Develop More Trust Business.” Supe- 
rior service will make satisfied customers 


who are the best salesmen. The speaker 
cited the experience of his bank where 
about 80° of personal trust business 
and virtually all of corporate trust 
business now originates with the officers 
of other departments. while trust officers 
had referred new banking business in 
the last several years ranging from $1.5 
to $2.5 million. Mr. Heath’s remarks, 
reported at page 947, also covered the 
training of a trust development man. 


At the Friday luncheon. the guest 
speaker was Robert G. Storey of the 
host city, current President of the Amer- 
ican Bar Association. Dean of Southern 
Methodist University School of Law, 
President of the Southwestern Legal 
Foundation. Mr. Storey stated that the 
fundamental issue of the day is the type 
of justice that is to survive in the world, 
citing the fact that in Leningrad two 
great buildings which formerly housed 
the Supreme Court and a bank are now 
a warehouse and a garage. respectively. 
The major job of self-protection, accord- 
ing to Mr. Storey, is first to inform our- 
selves on the economic and social issues 
of the times, and then interpret them to 
the community. 


Charitable Trusts and New Business 


In a well organized paper. repro- 
duced at page 931, Rupert N. Gresham, 
of the San Antonio law firm of Boyle. 
Wheeler, Gresham & Davis, discussed the 
income, gift and estate tax aspects of 
charitable trusts, with specific refer- 
ence to the changes made by the 1950 
Revenue Act. 


Speaking from the businessman’s 
viewpoint, Joe C. Thompson, President 
of the Southland Corporation of Dallas, 
declared that trustmen should be better 
merchandisers since trust service is so 
much needed by so many persons. He 
urged ascertaining what prompts people 
to do or not to do business with trust 
departments and then to proceed accord- 
ingly. Because people like to emulate 
successful men, it is effective to have 
letters from substantial individuals for 
whom the bank has planned estates, ac- 
cording to Mr. Thompson. In building 
a prospect list, it is important, he said, 
to check the tax records; many people 
of substance do not make a show of 
their wealth. A possibly neglected area 
of business is in the neighboring towns 
without a trust department; the banks 
there might cooperate in furnishing 
leads. 


The lawyer’s viewpoint was expressed 
by Dudley K. Woodward, Jr., Chair- 
man of the Board of Regents of the 
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University of Texas. He observed that 
the professional, corporate fiduciary 
offers attorneys a better opportunity to 
practice the phases of law which are 
more frequent and which they are better 
able to expedite without changing dif_- 
culties. The record of the corporate fi- 
duciaries, Mr. Woodward asserted, 
shows protection against peradventure 
to clients’ estates and sound equity 
principles. In making it the rule rather 
than the exception to recommend the use 
of a trust institution, Mr. Woodward 
has found it desirable to explain fees. 


(This completes the Conference cover- 
age except for the address on the cur- 
rent economic outlook by Dr. Arthur A. 
Smith, vice president and economist of 
First National Bank in Dallas, whose 
transcript was not yet released. ) 








American Bar Association President Robert 
G. Storey addressing Mid-Continent Trust 
Conference luncheon. 





A.B.A. Offers New Course 


in Human Relations 


A new bank staff training course in 
Human Relations has been published by 
the Public Relations Council of the 
American Bankers Association. The 
course consists of six staff conferences 
on “Building Confidence,” “The Cash 
Value of Personality,” “Winning Co- 
operation,” “Personality in Writing and 
Talking,” “Personal Efficiency and 
Promotion,” and “Personality in Meet- 
ing the Public.” Sets of the six manuals 
will be accompanied by the Leader’s 
Manual, which guides the set-up and 
conduct of the course. 


A unique feature is the use of 5- to 10- 
minute skits intended to be used dur- 
ing the second, fourth, and sixth ses- 
sions to stimulate group discussion, the 
keynote of the entire course. Each skit 
requires three people, but the parts need 
not be memorized. Skit titles are: “Who 
Gets the Promotion?”, “Easy Routine 
Work” (how to write and telephone 
well), and “Would Her Raincoat Have 
Fooled You?” (a demonstration of 
good customer relations). 


The course materials are available 
from the Public Relations Council, 


American Bankers Association. 12 East 


36th Street, New York 16, New York. 
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you'll find unexcelled fiduciary service . . . for 
individuals, estates, or corporations . . . through 


Kentucky’s largest trust company! 
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New Foreign Trade Policy 
Urged by Aldrich 


Restoration of convertibility to key 
foreign currencies, exercise of prudence 
and consistency in stockpiling programs ff 
from foreign raw materials producers, } 
easing of trade barriers for manufac. | 
turers abroad desirous of trading in this 
market, and encouragement of American 
risk capital to seek employment outside |) 
our borders, were urged as specific |) 
measures to increase world trade by 
Winthrop W. Aldrich, chairman of the 
Chase National Bank of New York City, 
speaking to. the 39th National Foreign | 
Trade Convention on November 19th, in 
that city. If we are to combat the world 
threat of communism, we must no longer 
rely upon temporary assistance to the 
free world through handouts but must 
formulate a sound, long-range program, 
the essentials of which are embraced in 
the four points outlined by Mr. Aldrich, 
who has been named by President-elect 
Eisenhower as Ambassador to the Court 
of St. James’s. 






=o 








Appropriate monetary and trade poli- 
cies will bring into play economic forces 
which will permit currency convertibilty, 
said Mr. Aldrich; one of the deterrents 
to effective progress in this direction over 
the past seven years has been the trend 
to unsound and inflationary measures. 
The time now seems near when, given 
the will, a favorable environment for 
convertibility may be attained, at least 
with the key commercial countries. 


Mr. Aldrich expressed confidence in 
the reconstruction of a free and peaceful 
world, strong enough to insure peace, 
despite the threat of the communistic 
challenge, which represents an economy 
with about one third of the earth’s area 
and one half of its people. 


A A A 


Steel’s Billionth Ton 


United States Steel poured its one 
billionth ton of steel on November 26. 
No other company in history and no 
other nation on earth has ever equalled 
this production record. It took 51 years, 
8 months and the combined efforts and 
ingenuity of the Corporation’s thousands 
of workers to reach a billion tons. At 
today’s accelerated pace, it would take 
only 30 years to produce the second 
billionth ton. 


It takes approximately 1,000 different 
skills, professions and arts to produce 
a ton of steel today. U. S. Steel workers, 
averaging 300,000 in recent years, have 
received a total of more than $22 billion 
of income since 1901. 
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Wills for Oil Men 


SCOPE OF POWERS AND ADMINISTRATIVE TECHNIQUES 


THOMAS A. KNIGHT, Esq. 


Thompson, Knight, Wright & Simmons, Dallas, Texas 


S EARLY AS 1920 the more farsighted 
A oil men added the intervivos trust 
to their instrumentalities for doing busi- 
ness, and it is my surmise that of the oil 
men domiciled in the mid-continent area 
who are worth a million dollars or more, 
nine out of ten are now settlors of such 
trusts. Irrespective of the verbiage used 
by the scrivener, the purpose of such a 
trust, intended by the settlor, is not so 
much the protection of the beneficiaries 
as it is the convenience of the settlor in 
making money in a way for him and his 
to keep the most of it that possibly can 
be kept. 


In the preparation of his will and of 
the will of his wife, it is likewise the 
intention of an oil man to increase 
rather than merely to conserve his estate 
and to continue to make money for his 
family in such a way as to admit of the 
family keeping the most of. it that pos- 
sibly can be kept. By the time an oil man 
or his wife is dead, it is intended that 
the estate of the decedent shall simply 
be another instrumentality for the family 
to increase its power and wealth. 


In the realization of these ambitions 
of the oil man for his lifetime and in- 
definitely after his death, the oil man 
necessarily must consult lawyers and 
trust officers, and the oil man has found 
a wide divergence between his personal 
aspirations and the objectives that his 
advisers have recommended to him. 


Butlers and Valets 


Although we have a proud tradition, 
the lawyers and the trust officers in truth 
have always been merely the butlers and 
valets of the upper classes financially. 
Far more so than the nobility themselves, 
we have been the exponents of respecta- 
bility, decorum and good form. When 
a parvenu breaks into the nobility and 
stocks his menage with butlers and 
valets to the manor born, we faithful 
servitors are disposed automatically to 
render standard service and we continue 


From address at A.B.A. Mid-Continent Trust 
Conference, Dallas, Nov. 13, 1952. 
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to be sticklers for strict observance of 
all the traditions, conventions and rules 
prescribed in the manual of etiquette for 
the rich, irrespective of how distasteful 
such observance may be to our new em- 
ployers and of how unsuitable to their 
needs such observance may be. 


By and large it has been beneath our 
dignity to delve into their primitive 
aspirations and to examine, evaluate and 
sort the properties already in their ward- 
robes and portfolios on our entering ser- 
vice. It has been our high purpose pri- 
marily to protect the corpus rather than 
to increase the value of it or to increase 
the revenues earned from the corpus. It 
has been our tendency on the open mar- 
ket or to junk dealers to dispose of every- 
thing not strictly blue chip and with 
the proceeds to restock the wardrobes 
and portfolios with approved trust in- 
vestments. 


Wherever and whenever lawyers and 
trust officers have taken over the trusts 
and estates of oil men, they have, like 
the invaders of China from time im- 
memorial who gradually became indis- 
tinguishable from Chinamen, ceased to 
be correct lawyers and impeccable trust 
officers and have gradually become in- 
distinguishable from first class oil men. 


Nothing But Oil 


As recently as twenty years ago law- 
yers and trust officers were still trans- 
muting the corpus of the trusts and es- 
tates of our oil clientele into prime secur- 
ities, which are still worth in dollars 
what was invested in them, but the an- 
nual yield has been reduced at least one 
third, and the intrinsic value of the dol- 
lars originally invested has depreciated 
approximately 60 per cent. I think it is 
fair to say that the oil men at least 
foresaw and undoubtedly abhorred this 
eventuality long before their advisers 
did. Today, the man who owns good oil 
production has property that is market- 
able almost as readily as listed stocks, 
and it is property that is hog-proofed 
against inflation more satisfactorily than 


almost anything else. Accordingly it is 
a job commensurate with a labor of 
Hercules to induce an oil producer to 
invest more than an inconsiderable frac. 
tion of his surplus cash in life insur. 
ance, stocks, bonds, lands and buildings 
or anything else except more oil produc. 
tion or facilities for conserving the oil 
production that he has or for acquiring 
more oil production. 


Hence, when an oil man consults his 
lawyer or the trust officer of his bank 
about a trust for his children or his 
favorite charity or about wills for his 
wife and himself, he has nothing to dis. 
pose of and no interest in talking about 
anything except oil properties. Accord- 
ingly, to keep hired, it has become the 
function of lawyers to draw up trusts 
and wills for these oil men of a char- 
acter admitting of the active conduct of 
an oil business, and it has become incum- 
bent on the banks, if they want to be 
named as executors and trustees in those 
documents, to equip themselves actively 
to engage in the oil business. If the in- 
genuity and vitality of a living oil man 
are taxed to capacity in his endeavors 
to pay his debts and his taxes and still 
keep afloat, it takes the Houdini of a 
bank after death of the oil man to keep 
the estate afloat against the same in- 
pediments plus state inheritance taxes 
and federal estate taxes. 


Hats Off To Trustmen 


It is truly astounding how successful 
banks in this area have been, in actually 
conducting oil businesses in trusts and 
estates, and for this happy consumma- 
tion I must in all fairness give credit to 
the ingenuity of resourceful trust officers 
rather than to the learning of us law- 
yers. The fact is a trust officer ordinarily 
is better qualified to advise an oil man 
how to set up a trust or a will than is a 
lawyer. The qualifications of a trust offi- 
cer are based not on genius such as the 
oil man has, but rather on experience 
more diversified than any lawyer ever 
has. Somebody actively handling one 
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hundred trusts at a time simply learns 
a lot that is enormously valuable to the 
new customer who wants to set up a 


trust. 


In the preparation of trusts and wills 
the guiding hand should be that of the 
trust officer. The principal function of 
the lawyer is to induce the client to in- 
yest the executor or trustee with the 
broadest possible powers. The executor 
and trustee should expressly be em- 
powered to engage in all of the usual 
practices of oil operators in the develop- 
ment and production of oil and gas. 
Specifically should be included the power 
to make farmouts: to make reservations 
of such nature as the executor or trustee 
may deem desirable; to exchange undi- 
vided interests in various types of min- 
eral properties for interests in other 
properties; to execute pooling agree- 
ments and unitization agreements; and 
otherwise to deal in or with all types 
of mineral interests as may seem proper 
to the fiduciary. The unitization problem 
has been remedied at the present time 
in Texas by specific statutory authori- 
zation, at least with respect to estates: 
but it may well be that the problem has 
not heretofore been specifically present- 
ed in many states. 


When an oil man dies, he has ordinar- 
ily already made substantial gifts for 
the benefit of his family, either outright 
or in trust, and it is frequently advan- 
tageous for the executor or trustee of 
the estate to be expressly permitted to 
deal with such intervivos trusts, even if 
a given bank is trustee under both. 


The dead oil man ordinarily leaves oil 
properties in several states, and about 
the most serious practical difficulty that 
a corporate trustee has, arises from the 
fact that usually it is not qualified to 
do business in a state other than the state 
of its domicile. Provision should be 
made for handling this situation. In the 
proposed Texas Business Corporation 
Act we have recommended, and un- 
doubtedly our next legislature will enact. 
that foreign corporations shall not be 
considered to be transacting business in 
this state by reason of exercising the 
powers of executor or administrator of 
the estate of a nonresident decedent or 
exercising the powers of a trustee under 
the will of a nonresident decedent or un- 
der an intervivos trust created by a non- 
resident of this state. 


Administration Technique 


In administration of trusts consisting 
primarily of oil properties, the trust of- 
ficer should collaborate to the extent of 
his ability with the lending officers and 
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the engineer corps in the oil department 
of his own bank. The trust officer, being 
an oil man in fact, should keep abreast 
of what the other oil men are doing, and 
nobody knows what they are doing bet- 
ter than the personnel of the oil depart- 
ment. Furthermore, at the outset in ad- 
ministering an estate, the number one 
problem is financing, and here a lending 
officer in the oil department can be of 
almost invaluable service. It is a proper 
function of these officers, gratis, to give 
the trust department the benefit of their 
experience with living customers. 


If an oil man spends one half million 
dollars of borrowed money developing 
his property, it will probably be easier 
for his executor and trustee to pay off 
one million dollars out of the proceeds 
of runs than it would have been for the 
oil man himself to have paid off one 
half million dollars out of the proceeds 
of runs. At death the so-called basis for 
taxation changes, and after death cost 
depletion, rather than the 2714% statu- 
tory depletion, will admit of the execu- 
tor and trustee retaining after income 
and applying on the debts of the estate 
a much larger proportion of the pro- 
ceeds of runs than the living man ever 
could have so retained and applied. 


For discharge of the indebtedness 
there are really only two alternatives 
open to the executor or trustee. It may 
either sell sufficient properties to pay 
all debts immediately, or the indebted- 
ness may be renewed and extended until 
funds sufficient for discharge of the in- 
debtedness are accumulated out of the 


net proceeds of runs. Frequently such ° 


funds can be accumulated over a reason- 
ably short period; they can be aug- 
mented by the sale of production pay- 
ments, and sometimes by the sale of oil 
properties to other trusts in the family 





“Yes, your uncle did mention you in his 
will, but I wouldn’t care to repeat what 
he said.” 

Courtesy of Banking 


or to members of the family who happen 
to have available cash. Such sales may 
be made subject to the retention of oil 
payments. 


In the absence of explicit authoriza- 
tion to the contrary, an executor is un- 
der a duty to discharge the indebtedness 
of the estate before closing the admin- 
istration and turning the properties over 
to the trustee. Such a course of action 
would be unwise in case the bulk of an 
estate consists of producing oil and gas 
properties. The market value of such 
property is ordinarily based on the 
present worth of the estimated future 
net revenue to be derived from the prop- 
erty. That worth is ascertained with con- 
siderable accuracy through application 
of well established and generally recog- 
nized engineering techniques. The mar- 
ket value of the property, though based 
on, is considerably less than, such pres- 
ent worth, because obviously no pur- 
chaser will pay for property a price 
which will allow him to recover only 
the amount paid plus interest. This mar- 
gin of future profit out of the expected 
net revenues over market value is sub- 
stantial, and it will normally be to the 
advantage of the estate to continue to 
operate producing properties until they 
are exhausted, rather than to sell them 
at market value. 


To accomplish this objective, it is par- 
ticularly important that the draftsman 
give full power to the executor and the 
trustee to renew and extend obligations 
existing at the time of the creation of 
the trust. Ordinarily, it is possible in 
a period not exceeding twelve years to 
pay off the debts of the decedent, in- 
cluding death duties, and at the end of 
that time for his family to have eaten 
regularly and still to own all the proper- 
ties that the decedent owned at his death, 
and after the lapse of twelve years the 
properties still will be worth on the 
market substantially what they were at 


date of death. 


Royalty and Lease Questions 


No problem of difficulty is immedi- 
ately presented to the executor or trustee 
with respect to royalties, whether pro- 
ducing or nonproducing. The problems 
incidental to such interests, except for 
the allocation of runs, which I shall dis- 
cuss later, are similar to the problems 
incidental to other types of investments 
found in estates and trusts. 


Leases, on the other hand, present dif- 
ficult and immediate problems, particu- 
larly with regard to undeveloped proper- 
ties. The first order of business for an 
executor will be to examine carefully 
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all of the undeveloped leases in order to 
ascertain delay rental payment dates 
and the drilling obligations imposed on 
the lessee thereunder. Mental lapse of 
a clerk in this connection may cause an 
incalculable loss for which the bank will 
be responsible. 


Other problems will arise requiring 
not only clerical accuracy, but the exer- 
cise of mature judgment. For instance, 
should the estate complete the develop- 
ment program on partially developed 
leasehold estate? should the estate under- 
take to drill on any wildcat acreage? 
should the estate sell any of the produc- 
ing properties and, if so, which proper- 
ties? if sales are to be made, should the 
estate secure the largest cash payment 
possible, or should it reserve some in- 
terest in the minerals such as oil pay- 
ments or overriding royalties? should 
nonproducing leases be farmed out? In 
each instance the fiduciary should be 
granted the power and authority to make 
and carry out the decision which his 
sound business judgment dictates. 


Life Tenant and Remaindermen 


A decision as to proper course of ac- 
tion may, in many instances, depend up- 
on the relative interests of the bene- 
ficiaries. Even though, as in most in- 
stances, the fiduciary has broad powers 
to accumulate income or invade corpus, 
it will be faced with the necessity of de- 
termining what constitutes income and 
what constitutes corpus. This problem 
is particularly acute in connection with 
depletable interests such as oil and gas 
properties. The common law open-mine 
doctrine, which is almost universally ap- 


lor 





plied throughout the United States where 
a legal life estate and remainder are 
created, requires that if at the creation of 
the estate a mine or, or in our case, an 
oil or gas well, is producing from the 
property, all of the production accrues 
to the life tenant. If, on the other hand, 
no mine or well was opened on the 
property at the time the estates became 
effective, all of the production will ac- 
crue to principal, and the life tenant 
must invest the entire net proceeds of 
production and will receive only income 
from such investment. 


Many courts in the United States have 
carried over this open-mine doctrine to 
equitable interests created by trusts. The 
doctrine, when applied to trusts, is sub- 
ject to the obvious objection that it re- 
sults in all or nothing at all to each 
particular beneficiary, while as a matter 
of fact the proceeds of production prop- 
erly should: be apportioned on some 
equitable basis. 


By the Texas Trust Act enacted in 
1945, it was provided that, in the ab- 
sence of direction to the contrary, a 
trustee must withhold as corpus what 
amounts to the statutory percentage de- 
pletion allowance for federal income tax 
purposes on all proceeds of runs from 
oil and gas interests. This applies re- 
gardless of whether the property was 
producing or nonproducing at the time 
of the creation of the trust. This means 
that for the remaindermen will be im- 
pounded 2714% of the proceeds, while 
7214% will be considered income, sub- 
ject to the 50% net limitation which is 
included in the Internal Revenue Code. 
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This law is subject to the objection 
that it constitutes an arbitrary allocation 
which may or may not be applicable in 
any particular situation. There may be 
included in the estate properties which 
have an expected life of a very short 
duration. The withholding of 2714°% in 
such a situation will, obviously, not 
maintain for the remaindermen a value 
equal to the original corpus. On the other 
hand, property of an expected long life 
may require, for maintenance of the 
corpus, the reservation of a much smaller 
percentage. The draftsman should give 
to the trustee broad discretion in deter. 
mining what shall constitute income and 
what shall constitute corpus. The trustee 
can then make allowances in each indi- 
vidual situation on the basis of his 
knowledge of the facts at that time. 


Not Limited Geographically 


Everywhere the oil business is new, 
and many states have become oil and 
gas-producing states within a relatively 
few years past or are right-now just be- 
coming such. Many of you domiciled in 
states without oil production already 
have in your trust depar’nents estates 
and trusts in which the principal assets 
are large holding of real estate. Likewise, 
you are now dealing with customers 
preparatory to drawing wills and trusts 
containing similar property which you 
will administer in the future. Who can 
now prophesy whether or not those 
properties will become productive of oil, 
gas, or other minerals within the period 
that the trust will be in existence! No 
matter where you are engaged in the 
trust business, therefore, I earnestly 
recommend that in the preparation of 
wills and trusts, you take account of the 
possibility that oil may be found in lands 
that you hold in trust that are located 
1000 miles from any well that is now 
producing oil. 


Even in Texas, oil men are not util- 
izing the services of corporations in ad- 
ministering trusts and estates to any 
extent comparable to what these services 
would be utilized did the trust depart- 
ments properly publicize themselves and 
properly disseminate information of the 
fact that they can and will run oil busi- 
nesses in trusts and estates more ef- 
ficiently and economically than the most 
trustworthy personal friends of the set- 
tlors and testators. 

A A A 

Worthwhile secondary recoveries can 
sometimes be made from. supposedly 
played out oil fields, as proven by the 
experience of Ohio Oil Co., which is 
working 30,000 acres near Findlay, Ohio, 
on lease. 
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a. TRUST Custody and Investment SERVICES is both 
textbook and sales manual . . . used by us to promote 
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TRUST OFFICER'S VIEW 


O Pp blic | is 


ROBERT A. WILSON 


President, Trust Division, American Bankers Association 


to be done from the trust stand- 
point, since our endeavors to sell the 
public on trust services have fallen short 
of the desired results. We know, for in- 
stance, that in many areas not more than 
twenty per cent of all estates, when 
measured either by size or number, are 
administered by trust institutions. 


\ HUGE EDUCATIONAL TASK REMAINS 


Public Relations may be defined as 
the art of selling yourself and your trust 
services to your customers and the gen- 
eral public who are potential customers. 
Unfortunately, some of us have forgot- 
ten a few basic truths about our cus- 
tomers and it is time for us to remember 
them. Tomorrow may be too late.. 


The August 4th issue of the American 
Banker published the results of a Finan- 
cial Public Relations Asssociation sur- 
vey. Sixty per cent of the nation’s finan- 
cial public relations executives feel that 
the improvement of the employee-client 
relationship is the major public relations 
problem facing banks today. Twenty per 
cent stated the next biggest problem 
was improving customer understanding 
of bank services. That banks are far 
behind industry and business in general 
in recognition and solution of the em- 
ployee-relations problem is shown by 
the tremendous turnover rate which 
makes for expensive and inefficient ad- 
ministration. 


A few years ago our Bank distributed 
a pamphlet to officers and employees 
which contained a very potent para- 
graph: “A customer is the most im- 
portant person in our office, whether in 
person, by mail, or by telephone. He 
is not dependent on us but we are de- 
pendent on him. A customer is not an 
interruption of our daily work but rather 
the purpose of it. 


“He does us a favor by giving us the 


opportunity to serve him. He is not an 


From address before A.B.A. Mid-Continent Trust 
Conference, Dallas, Nov. 13, 1952. 
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Senior Vice President, The Pennsylvania Company for Banking and Trusts, Philadelphia 


outsider to our business but a part of it. 
He has feelings and emotions like our 
own. A customer is not someone to argue 
with or match wits with, since few people 
have ever won an argument with a 
customer. We must never forget what a 
customer means to our business or any 
business.” 


Good Relations Within the Institution 


Good public relations with our cus- 
tomers begin with good relations among 
the officers and employees of the Trust 
Department and between your Trust 
Department and (1) the President of 
your bank; (2) your Directors; (3) 
your Commercial Department; (4) 
your Stockholders and (5) your em- 
ployees in general. 


Your President. He should participate 
in trust activities, such as serving on 
trust committees. He must be kept fully 
informed about the Trust Department, 
whether the news is good or bad, particu- 
larly on controversial matters which may 
reach the stage of litigation. He should 
understand trust investment policy, 
trust new business policy, customer and 
employee relations policy and the sched- 
ule of fees for trust service. If he fails 
to attend trust committee meetings reg- 
ularly, he is not fulfilling one of the 
well defined responsibilities of his office. 
Only if he is sold on the Trust Depart- 
ment, can he help the trust officer de- 
velop proper relations with our next 
group — 


The Directors. The best way to have 
the directors accept their responsibility 
is to have them play an important part 
in the management of the Department. 
They should serve actively on the Trust 
Committee and rotate the membership 
at reasonable intervals. They should 
know, for example, of trust new busi- 
ness efforts and your procedure for cre- 
ating good will with attorneys, insurance 
men, accountants, realtors and other im- 
portant groups. Informed and trust con- 


scious directors become good will agents 
for the Trust Department. 


Not long ago we lost an investment 
advisory account of substantial size to a 
smaller bank in a neighboring town. 
Upon investigation, we learned that our 
customer was a director of this institu- 
tion and his president had urged all of 
the directors to support their growing 
trust department. While we did not like 
to lose this valuable account, we had 
nothing but praise for the director, who 
set a fine example for his fellow direc- 
tors. 


Commercial Department. At the 1952 
Mid-Winter Conference in New York, 
Harry M. Bardt, a former president of 
the Trust Division, stated that “too often 
there is an iron curtain between the 
Commercial and Trust Departments.” If 
this is the case in your institution, you 
must pierce it and convince the com- 
mercial officers that you are doing good 
work and doing it profitably, thereby 
pulling your oar in the boat. 


In my own institution we publish a 
quarterly report of new trust business 
with the name of each officer, branch 
manager, or employee who has referred 
business to the Trust Department, and 
the estimated size of the trust account. 
I feel certain that the boys on the other 
side of the aisle are eager to have their 
names on this report, since they know 
it is made available to the President and 
the Board of Directors. The result is 
that they are most vigilant in finding 
trust prospects. 


Officers of the Commercial and Trust 
Departments in banks have a mutual ob- 
ligation and responsibility toward the 
Bank as a whole to develop the use of 
banking and trust services by the public 
to the greatest possible degree. Without 
this close co-operation, all hope of 
achieving successful and profitable Trust 
Department operation is gone. 


Stockholders. You will probably find 
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that at least fifty per cent of your stock- 
holders are women and represent excel- 
lent prospects for the Trust Department. 
[t is important that stockholders receive 
the President’s Annual Report and you 
should make certain that he devotes suf- 
ficient space to the work done by the 
Trust Department and the results 
achieved. It is certainly not out of order 
to remind your stockholders tactfully 
that as owners of the Bank they should 
be familiar with all the services rendered 
by the Trust Department. 


Employees. The state of customer re- 
lations will rise or fall proportionately 
with the ability and personality of each 
officer and employee. A bank and trust 
company’s principal commodity is ser- 
vice and consequently the element of 
personal attention assumes very large 
proportions. It is the quality of our 
service, the reputation of our manage- 
ment and the tact, courtesy and helpful- 
ness of our employees that will gain 
aew customers or retain for us the good 
will of those we now have. 


A Program of Training 


Now consider a program for achiev- 
ing these vital factors so essential to suc- 
cessful public relations: 


l. Install training programs for new 
employees and, if necessary, for old ones. 
Augment these by encouraging employ- 
ees to take advantage of the education 
offered by the American Institute of 
Banking and provide incentives for high 
scholarship. Junior officers, particularly, 
should be asked to consider the out- 
standing educational program offered by 
the Graduate School of Banking at Rut- 
gers University. 


2. Orientation meetings should ac- 
quaint employees with the Bank’s back- 
ground and the services offered by the 
Various departments. Such a program is 
particularly important in large institu- 
tions. 








Copyright 1952 Cartoons-of-the-Month 


“Im taking up an office collection! I’m 
”? 


collecting employees that work in my office! 


DECEMBER 1952 


We are presently holding such meet- 
ings in my own institution for the officers 
of the Trust Department. Each week they 
are addressed by the heads of various 
divisions and units of the Commercial 
Department. We have found, for exam- 
ple, that our trust officers can direct a 
considerable volume of business to our 
Travel Department and it is important 
for them to know about the various 
services rendered by that Department. 


3. Management should impress upon 
employees and officers alike the vital part 
the telephone can play in creating a 
spirit of friendliness and good will for 
the Bank. A telephone improperly used 
can be a cogent force for creating re- 
sentment and losing customers. 


1. Management must instill a con- 
sciousness of the tremendous influence 
of letter writing upon public relations, 
with letters reflecting the dignity of the 
bank but friendly and showing gen- 
uine human interest. Letters should be 
answered promptly; should never be ef- 
fusive, sarcastic, or caustic. Letters 
should be confined to the main issue 
and should not descend to personalities. 
They should avoid excessive usage of 
legal phraseology. 


Many banking institutions across the 
country have had manuals prepared on 
bank correspondence by professors of 
business English and the results have 
been excellent. Smaller institutions with- 
out manuals would do well to circulate 
among their officers and employees the 
recently published articles on corre- 
spondence in “Banking.” 


5. Management must recognize the 
importance of satisfied employees in 
good public relations. A profitable Trust 
Department can and usually does pay 
adequate salaries, which we know helps 
most in satisfying our employees. It is 
a wise policy to review salaries at least 
annually, together with standards of 
performance for each employee, and to 
grant increases where warranted. In 
addition to adequate working quarters, 
we should be certain that there is suffici- 
ent personnel. An overworked employee 
who can never catch up means a dis- 
gruntled employee. If these three im- 
portant essentials are provided, you will 
have satisfied employees and little likeli- 
hood of unionization problems. 


Outside Activities 


Careful planning is also required with 
respect to our outside or public activi- 
ties, 


1. Careful consideration should be 
given to the use of advertising in all its 











Governor Allan Shivers of Texas welcoming 
the Mid-Continent Trust Conference Dele- 
gates at the opening session. 





forms, with marked emphasis on the im- 
portance of attractive mailing pieces, 
preparation of mailing lists and the 
value of lobby displays. 


2. Provision should be made for per- 
sonal solicitation and obtaining the co- 
operation of the Commercial Department 
in arranging interviews with prospects. 
Mailing pieces do help pave the way but 
at some point along the line it is a face 
to face encounter which finally enables 
you to sell yourself and your service. 


3. Estate planning services must be 
provided either through the services of a 
trained trust man or the Bank’s counsel. 
This service should also be made avail- 
able to attorneys. 


4. Consider the benefits to be derived 
from forums and particularly financial 
forums for women. We feel that the lat- 
ter type of meeting was most successful 
in our own institution. Last year was 
our first year and more than three thou- 
sand women attended the four sessions 
of our financial forum. This year the 
attendance was even larger and I am 
confident our feminine public will de- 
mand another forum next year. 


5. Cultivate the local lawyers and 
Bar Association. To accomplish this, I 
would suggest that you - 


(a) Invite members of the Bar for 
lunch. 


(b) Stress the use of an attorney in 
your advertising and then send copies 
to members of the Bar. 


(c) Offer them the use of various 
trust forms and your law library. 
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(d) Place estate planning service at 
their disposal. 


(e) Place attorneys on your mailing 
list for special articles of interest. 


(f) Call on lawyers personally, par- 
ticularly new members of the Bar. 


(g) Distribute as much business as 
possible among them. 


(h) Hold a series of meetings, or an 
all day session, for attorneys, and have 
a notable authority address them on 
wills and estate planning. We hold such 
meetings in Philadelphia attended by 
four or five hundred persons and they 


most surely strengthen friendship be- 
tween trust officers and attorneys. 


6. Cultivate the life insurance un- 
derwriter by applying most, if not all, 
of the eight suggestions just made for 
the members of the Bar. 


7. Establish a working relationship 
with your local newspapers and arrange 
for appropriate publicity when you pro- 
bate wills of well known residents of 
your community. Let the public know 
that your trust institution was named as 
executor. If you are administering an 
unusual type of trust which would com- 
mand readers’ interest, arrange for suit- 





COMPLETE TRUST SERVICE IN 
HOUSTON AND THE SOUTHWEST 


Including Ancillary Administration 


The Second National Bank of Houston, now in 
its 45th year of service to the Southwest, is 
recognized as one of this region’s leading banks 
and as a key factor in the spectacular industrial 
development now in progress in the Gulfcoast 
area. This development has made Houston the 


South’s largest city. 


Second National is one of the most highly 
departmentalized banks in the Southwest. Its 
large and fully organized Trust Department is 
available to banks and trust companies through- 
out the nation, and to their customers, for any 
fiduciary services needed in this area. Address 


Trust Department 


MAIN AT RUSK 


CAPITAL AND SURPLUS 


BANK OF HOUSTON 


15 MILLION DOLLARS 


Member Federal Deposit Insurance Corporation 


able newspaper publicity. I have in mind 
a trust established with our Bank jy 
1896 by a Civil War general. We were 


to accumulate income on a forty thoy. } 


sand dollar trust until there was sufficient 
income to erect statues of certain Reyo. 
lutionary War heroes. Last year we com. 
pleted the statues at a cost of nearly one 
hundred thousand dollars. The story of 
this trust, of course, provided excellent 
news material and was read with inter. 
est by a surprised news audience. 


8. Insist that your fellow officers par. 
ticipate in civic activities and community 
projects. A grand opportunity exists for 
making a favorable impression in social, 
recreational, business, civic and political 
circles. Utilize it to the fullest extent. 
for this particular type of activity is 
most necessary part of a public relations 
program since in such activities we meet 
the public face to face. 


Perhaps some over-zealous disciples 
of public relations have gone to ex. 
tremes in their enthusiasm but you can. 
not afford to overlook the importance 
and necessity of a sound public relations 
program. There are many pots of gold 
at the end of numerous trust rainbows 
which appear every day in this great 
area of our country, so prepare now 
and bring them within your reach. 


A A A 


F. P. R. A. Surveys Advertising 
The study of 1951 and 1952 trends 


in commercial bank advertising expendi- 
tures undertaken for the Financial Pub. 
lic Relations Association by George W. 
Brittain, assistant vice president, First 
National Bank, Akron, Ohio, reveals 
that of 230 banks which reported ser- 
vices offered 153 included trust service. 
Of the 89 banks which gave complete 
data on services advertised a total of 
37, or 64%, said they advertised trust 
services. These 57 represented all sizes 
of institutions. The study—which shows 
a substantial upward trend in advertis- 
ing expenditure—contains also _break- 


downs according to size and type of area. 


served, size of bank by number of em- 
ployees and by number of offices, ad- 
vertising media used with expenditure 
for each, and budget comparisons for 
various years (1952, 1951 and 1940). 


A A A 


New York, N. Y.—The advertising de- 
partment of NATIONAL City BANK and 
the Ciry BANK FarMErRsS Trust Co., for- 


merly on the 15th floor at 20 Exchange 
Place, will be located on the third floor, | 


52 Wall Street. 
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N THE PRINCIPLE that “one swallow 

does not make a summer” American 
business firms are continuing to adver- 
tise the basic truths of economic law and 
of our free enterprise method of pro- 
duction, sales and service. The recent 
election may be an indication that cor- 
poration advertising of economic prin- 
ciples is bearing fruit. Dissemination of 


knowledge concerning the nature of 


money, taxes, wealth, the tools of pro- 


| duction, wages, prices and the particular 


roles of capital, management, labor and 
consumer is far more than a temporary 


| expedient. It is nourishment for healthy 







social attitudes and further industrial 
progress. 


The accompanying illustration is of 
the proverbial camel which first put its 
nose into the tent, and then gradually 
more and more of its body until finally 
the camel occupied the tent and the 
owner was forced to move out. This pic- 
ture occupies the upper half of a Youngs- 
town Sheet and Tube Co. ad, chosen by 
Trusts AND EsTATEs as the current cor- 
poration ad-of-the-month.* The lower 
part of the ad contains the camel’s story 
and applies it to the socialist-communist 
program of the present day so far as the 
financial and economic factors of our 
national life are concerned. The 
Youngstown company is running a se- 
ries of ads ‘Similar to this one, each di- 
vided half and half on illustration and 
text. 


Special mention this month goes also 
to Chase National Bank of New York 
for its ad of the old fashioned kerosene 
lamp “Blown out by Mr. Edison.” The 
ad, one of a series, describes the part 
that banking plays in the progress of 
American industry. 





*See T&E, Nov. ’52, p. 812. 
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Bank Compliments 
Prison Board 
In Ad 


In a full page advertisement, headed 
“Our Congratulations to Manager O. B. 
Ellis and the Texas Prison Board,” the 
Second National Bank of Houston set 
forth the achievements of a four year 
program whereby the Texas prison sys- 
tem had gained better buildings and 
equipment, better supervising personnel, 


| } and at the same time had reduced the 
change | 


Prison cost to Texas taxpayers from 


| 99 cents per day per man in 1949 to 


90 cents in 1951. 
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ECONOMICS OF CAPITAL 
Ad of the Month 





Bank Correspondents Hear Business Leaders 


Six hundred and fifty bank officers 
and directors from 16 states attended 
the First National Bank of St. Louis’s 
6th annual Conference of Bank Corre- 
spondents on November 19th, setting a 
new attendance record. The annual din- 
ner, to which St. Louis business leaders 
also are invited, seated a thousand. 


Principal speaker at the dinner was 
Admiral Ben Moreell, chairman of the 
board, Jones & Laughlin Steel Corp., 
who described how America had been 
drawn unwittingly and little by little 
toward the ten basic programs of com- 
munism. Explaining that communism is 
an idea—“a belief that individual free- 
dom will not work’”—the admiral stated 
that he was convinced Americans must 
actively defend the ideas of freedom 
and private ownership against the ad- 
vancement of socialistic or communistic 
thinking. 


The present outlook for business is 
good, the Federal Reserve Board as- 
sured of freedom from political inter- 
ference, and a moderate increase in in- 
terest rates may be expected, Roland C. 
Behrens, vice president of St. Louis 
Union Trust Co., affiliate of the First 
National Bank, told the Conference. He 
traced the history of government bonds 
through the past several years discussing 
the various factors which affect interest 
rates. Continuing demand for capital is 





exerting a pressure on these rates, he 
said, with new records being made in 
commercial, industrial and agricultural 
loans ($22 billion); Federal Reserve 
Bank loans and discounts ($1.7 billion 
—a 1952 peak); money in circulation 
(29.7 billion); consumer credit (21.4 
billion) ; and over $1.3 billion additional 
municipal bonds authorized in the No- 
vember election. 


Bank advertising appropriations 
should be based on the job to be done, 
should use a number of different media, 
and appeal to basic human emotions, 
C. Arthur Hemminger, director of ad- 
vertising and public relations for the 
bank, advised the delegates. Using a 
true-false test method of presentation, 
the speaker discussed thirteen aspects of 
bank advertising. He cited a metropoli- 
tan institution’s experience of using a 
program which employed seven major 
media producing an average of 10,200,- 
000 impressions on readers, listeners and 
viewers every monih for approximately 
ihe cost of postage alone if the same 
number of impressions had been made 
by 2c postcards—the cheapest advertis- 
ing medium available. Advertising must 
be planned and continuous the speaker 
said, and copy, though essential, is less 
important than layout, headlines, illus- 
trations, size, position, frequency and 
form. 
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WALL STREET — 1953 


The purpose of this column is to give 
investment managers a cross-section of 
the best opinion in the world money 
market popularly known as Wall Street. 
It is always possible, of course, that the 
thinking of the best people in the street 
may be “off the beam” completely on 
occasion, but year in and year out their 
ideas have to stand the test of the market 
place, for the men interviewed hold 
their positions primarily for one reason 

good judgment. 


Consequently, at this time, we are de- 
parting in this short piece from the 
trends of specific classes of securities to 
treat certain fundamentals, which seem 
more important. The Eisenhower vic- 
tory has not only restored hope; it has 
kindled long-term optimism in respon- 
sible quarters. There continues to be a 
feeling that we may see lower stock 
prices before the Fall of 1953 but the 
long-term outlook is regarded as very 
bright indeed and if the Republicans 
can guide the economic ship of state 
through the shoals of a transition period, 
we may have the kind of equity market 
which was predicted by the “brave bulls” 
of 1929. 


In 1929, John J. Raskob wrote an 
article for the Ladies Home Journal to 
the effect that everyone should and could 
be rich, just by saving a portion of his 
salary each month and investing in 
good stocks. As far as the stock market 
was concerned, people had ample op- 
portunity in the years that followed to 
invest their savings at lower prices. 
There was one hitch—salaries accom- 
panied prices to lower levels and in 
many instances passed them on the way 
down. It is ironic that today payrolls 
are being tapped for investment in 
stocks, as well as bonds, through cor- 
porate pension funds. And therein lies 
an outstanding difference between con- 
ditions today and in 1929. Money is 
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flowing into first-grade stocks but its 
direction is being guided by profession- 
als and there seems much less likelihood 
that the fire burning under these stocks 
will get out of hand as long as this 
money is channeled through banks, in- 
surance companies, foundations and 
other experienced investors. Thus the 
bull market of 1952-53 is a slow-burn- 
ing affair because seasoned wood burns 
evenly; another way of saying that pro- 
fessionals don’t reach for stocks. They 
buy into less-favored groups and hold 
until convinced that these groups are 
overvalued, in many cases continuing to 
hold them because of capital gains taxes 
and the lack of a more attractive re- 
investment medium. 


To carry the comparison with 1929 
a little farther, the brokers who said 
“Buy ’em; put ’em away and forget 
about ’em” may have been right but they 
were poor judges of distance and hu- 
man patience. They did not recognize 
that the 1929 economic house was built 
on sand. Their advice would be much 
sounder today than it was in 1929 be- 
cause, as far as can be seen, the 1953 
house has a firm foundation. Institutions 
have invested large sums in equities and 
they are more likely than not to in- 
crease their proportionate investment in 
them in the future. This is. as someone 
has expressed it, because “some of our 
best credits are equities.” 


Our first-line corporations have plow- 
ed back earnings into plant and equip- 
ment at prices lower than it would cost 
to build today. In many industries asset 
value per share is well in excess of 
market value. Such industries have not 
financed their requirements through the 
issuance of stock because they feel -that 
it would be equivalent to giving away 
the company at present prices. But as 
the market level reaches the place where 
they can do equity financing, they will 
be selling stock. Thus, to sum up the 
thinking referred to above: whatever 
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not be too drastic, and the eventual out. 
come marketwise is all the more likely 
to be soundly based because of a new 
governmental attitude toward business, 


ARMS AND COMMON STOCK 
FINANCING 





As this is written, rumors are abroad 
that the President-elect will advocate a 
stepped-up armament program in his 
inaugural address, painting a rather 
sorry picture of what has been accom. 
plished thus far in military aid for oy 
friends in Europe and Asia. If so, busi. 
ness, which will have invested approxi. 
mately $70 billion in new plant and 
equipment from the outbreak of the 
Korean war to July 1, 1953. may need 
to invest more billions and devote a 
larger share of its productive capacity 
to armament work. While industrial 
employment is about as high as it can 
be, considerably more could be paid 
out by corporations in the form of over. 
time. Also further expansion in the 
Government’s arms program would take 
up some of the slack which becomes 
evident from time to time in the civilian 
economy. Thus the last lap of the 1952. 
53 bull market would feature the heavy 
industries as the last lap has tradition. 
ally done in nearly all bull markets. 
































For the past three years the largest 
corporate source of funds for expansion 
has been retained earnings; the sec- 
ond, depreciation; the third, new se- 
curity issues, and the fourth, mortgage 
loans. Obviously new security issues are 
of most interest here. Many manufac: 
turers doing important military work 
have not been able to finance satisfac- 
torily through the sale of common stock 
because of a low price-earnings ratio. 
Current stock prices may be historically 
high, and in certain industries high in 
relation to earnings, but they are not 
high in terms of replacement costs. If 
stock prices should reach levels attrac- 
tive to company treasurers, such as in- 
dicated, for example, by the conversion 
features of recent chemical convertible 
preferreds, a rash of new common stock 
financing could break out, reminiscent 
of early 1937 and the first nine months 
of 1929. Thus far the chemical and 
public utility industries have sold sizable 
amounts of common stock but other in 
dustries are still dependent in large part f 
upon internal sources. 
































TRUSTS AND ESTATES 






six 
all 

ing 
im] 


cell 


SER 


SER 
SER 


SER 
SER 


*M 


De 





" 9UTLOOK FOR BANK STOCKS 


Bank stocks have found favor with 
' some of the large investment funds on 
the premise that while there may be a 
ir need | decline of 8 per cent or more next year 
al out. in industrial earnings it looks at the 
likely moment as if bank earnings will show 


a new | an increase of 10 to 15 per cent. 
siness, 





One authority points out that in each 
six months’ period since 1948 the over- 
K all earnings of banks have been increas- 
ing. The major reason for the overall 
improvement in earnings has been the 


tion of relative safety and some chance 
for capital gain is attractive to a much 
larger group of investors today than it 
was in the thirties when convertible pre- 
ferreds were looked upon as “weak 
sisters.” 


During 1952 the New York Stock 
Exchange listed 18 new issues of con- 
vertible preferreds, against 25 in 1951, 
10 in 1950 and an average of 16 for 
the four years 1947-50. The 1952 listings 
were widely diversified—utilities, store 
chains, finance companies, and electri- 
cal manufacturers among others — as 
contrasted with the 1951 concentration 


ferred stock may not be the answer to 
a very large share of industry’s capital 
needs, but it has provided a useful finan- 
cing tool for companies with a strong 
growth trend. 


BETTER CLIMATE FOR RIGHTS 


As of election day, the New York 
Stock Exchange had only one issue of 
rights listed. One month later, on De- 
cember 4th, there were ten. This en- 
couraging development brings into the 
spotlight one of the most useful func- 
tions of the Exchange, that of pro- 
moting the flow of capital into well- 
established corporations. 











ibroad increase in the average rate on busi- 
— be ness loans. In 1945 banks were re- 
his ceiving an average of 2% on their 
vali business loans. At the present time the 
— average rate has risen to 314% and this 
whe increase, despite some advance in ex- 
‘ busi. penses, has caused a fairly important 
Prox | ddition to the earnings available for 
? 7 the capital stocks of most banks. 
: need Some increase in individual bank 
rote q | dividends is anticipated throughout 
pacity » 1953. Another important consideration 
ustrial is that certain bank stocks are selling 
it can | below liquidating value. This factor, 
paid plus the favorable earnings and divi- 
over. | dend outlook, tends to make these stocks 
n the relatively attractive investments. 
d take | PREFERRED STOCK FINANCING 
comes ; : , 
wiles The growing popularity of convertible 
1959. preferred issues with both institutional 
“anes and individual investors has been a high- 
lition. | light of the post-Korean financing pe- 
irkets, | tod. Convertible preferreds appeal to 
the individual who wants steady income 
argest | and a hedge against inflation. They are 
sion — also popular with insurance companies, 
> Sec: | offering a potential capital gain without 
Ww sé | holding common stocks. This combina- 
rtgage 
es are DOW JONES AVERAGES 
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in the chemical group. Convertible pre- 


“PROOF OF THE PUDDING.” READ THE FOLLOWING 
QUOTES FROM A LETTER WRITTEN BY A GROUP MEMBER 





“We have been members of the Group Plan of Studley, 
Shupert & Co. for almost five years. During this time we 
have come to depend upon the service as the backbone of 
our trust investment function — 

About one-third of our recent growth came from man- 
aging agency accounts which I[ find are highly profitable. 
Our success in securing this business I am convinced was 
due in a great measure to the fact that we could demon- 
strate to our principals the fact that we could render invest- 
ment advisory service comparable to that of our big city 
neighbors only —- miles distant. A great many potential 
settlors in discussing their estate plans have raised the 
query of what will we do with their money once we have 
the estate. It is very comforting to be able to answer this 
question easily by reaching into my drawer and handing 
to them the Guidance List which is part of the Studley, 
Shupert service. This has always served to assure prospec- 
tive settlors of the caliber of the securities used in our 
department and the worth of the financial information at 
our disposal. . 

The separate analysis sheets covering the companies 
appearing in the Guidance List are most useful for trust 
investment reviews as well as in making new purchases. | 
doubt if a question could be composed which could not be 
answered from the factual information contained in these 
analysis sheets. 

For a small trust department standing on the threshold 
of a period of growth the Studley, Shupert service would 
almost seem to be an essential item .. . The service will be 
of inestimable value to you in keeping your department 
clean and uncluttered by large numbers of varied securities. 

I am not alone in looking favorably upon the Studley, 
Shupert service. The Committee on Smaller Trust Depart- 
ments of the Bankers Association has recom- 
mended a service of this type to the trust companies of 

. While the Committee could not, in all fairness, 
call it by name, it was the Studley, Shupert service which 
it had in mind in making its recommendation.” 


Address inquiries to our Philadelphia office. 


STUDLEY, SHUPERT & Co. 


Investment Counsel 


24 Federal Street 
Boston 10, Mass. 


712 Provident Trust Building 
Philadelphia 3, Penna. 
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STEELS STIFFEN 


Ever since World War II the steel 
industry has been suffering from the 
adverse effect of price and wage con- 
trols on its profit margins. Now for the 
first time in 20 years the steel companies 
have hope that the new Administration 
will show a better understanding of 
their need for higher earnings and 
equitable treatment in wage disputes. 


Another factor has been the real- 
ization that 1952 earnings are in no 
way indicative of full potential earning 
power. Taking the year as a whole, the 
industry will probably operate at around 
85% of capacity, but this average is 
composed of better than 100% opera- 
tions in the first and last quarters of the 
year and 60% to 70% in the second 
and third quarters. Such fluctuations of 
the operating rate are, of course, not 
conducive to cost reductions. During 
the periods of above-capacity operations, 
the companies run high-cost overage 
‘equipment and have to pay overtime 
wages, while in the periods of low opera- 
ting rates it was necessary to absorb 
the direct and indirect costs of the strike. 


It now appears that the 1953 earn- 
ings prospects of the industry may be 
a good deal better than originally ex- 
pected. There is less concern that ca- 
pacity operations will falter during the 
first half of the year. If and when the 
operating rate falls off, the effect on 
profits will be cushioned by the ability 
of the industry to retire high-cost, over- 
age facilities and to concentrate on 
working the new capacity at operating 
profits per ton which in many cases 
should be twice as high as for old equip- 
ment. With the return of more com- 
petitive conditions. product mix and 
plant location will undoubtedly again 
become important profit determinants, 
and most companies have utilized the 
recent expansion phase to improve their 


position in these respects. 


ARMAND G. ERPF 
CaRL M. Logs, RHOADES & Co. 





BETTER BOND MARKET AHEAD 


It is anticipated that government fiscal 
policies under the new Administration 
will create an atmosphere favorable to 
the bond market, which is influenced by 
general business conditiens and _ by 
changes in the money market. Policies 
of the Federal Government exert an 
important force on the first of these 
factors and dominate the second. At 
the present time, over-all business activ- 
ity is being sustained at a high level. 
aided by large government defense ex- 
penditures. Heavy defense spending is 
likely to continue and your management 
does not believe that a major decline 
in business is in the offing. 


—Hucu W. LONG AND COMPANY 


RAILROAD EARNINGS 


Rail stocks are active and higher on 
the anticipation of continued high earn- 
ings. Traffic conditions are favorable 
and are likely to remain so; profit mar- 
gins are becoming more satisfactory due 
to present high freight rates, coupled 
with efficient operations due to mechan- 
ization and dieselization. Rail stocks are 
capitalizing their estimated 1952 earn- 
ings modestly and restoration of investor 
confidence based on election results 
could go far toward improving the con- 
servative price/earnings ratios. 


IRA Haupt & Co. 


WONDERS—AND WORRIES— 
AHEAD 


Today’s fast-moving technology has 
produced not alone new products and 
processes, but has acted upon our entire 
economy much as a ferment does upon 
a suitable medium. And the investment 
manager who fails to keep abreast of 
the times may find that certain “invest- 
ments” have been left behind in the 
constant struggle for survival. Even 
greater wonders are in prospect, accord- 
ing to the York Report, prepared by the 
York Engineering & Construction Co. of 
Pittsburgh. They have selected what they 
believe to be the ten greatest post-de- 
fense possibilities as of now, with the 
admission that other developments, pres- 
ently unknown, may overtake some or 
all: fuel from atomic energy, electronic 
brains, push-button factories, the engi- 
neered home, television advances in 
color, third dimension and industrial 
use, the small car, new metal processes, 
advances in the rare earths, antibiotics 
and farm chemicals, and better plastics 
tailored to amazing new uses. A supple- 
mentary list is also given and their con- 
clusion is that “if America is ending a 





cycle, it is only to enter another beyond 
calculation.” It would certainly appear 
that the successful investor will have to 
be more alert and well-posted as industry 
becomes more complex. 


In a recent memorandum prepared by 
Loewi & Co. of Milwaukee, this view. 
point is expressed: 


“With a return of confidence in the 
dollar and the prospect of lower taxes 
it is conceivable that gradually the mar. 
keting of new products in the electronics, 
atomic and chemical field, as well as 
many others, can create whole new jp. 
dustries as television has done. It js 
hard to find an alert industrial corpo. 
ration which hasn’t been working op 
important new items which have beep 
held back because of shortages of mate. 
rial, plant space or personnel, or be. 
cause excess profits taxes make the re. 
turn on exploiting a new product negli. 
gible. Although new plants galore have 
been built during and since the war, 
a preponderant percentage of our in. 
dustrial plant and equipment is still far 
from modern. Restoration of confidence 
in government policies could well lead 
many corporations to embark on pro. 
grams which have been held in abeyance 
for years.” 


ECONOMIC OUTLOOK 


For the immediate future there ap- 
pears to be little likelihood of a letdown 
in business. Inventory liquidation in 
consumer goods appears to have run 
its course, and there has been an appre- 
ciable recovery in the textile and other 
industries. Although retail consumer 
buying is still a little sluggish, it is ex- 
pected to pick up over the next few 
months in view of the continuing in- 
crease in personal disposable income. 
Government defense spending is not 
scheduled to reach its peak until late 
1953, and although the increase will be 
at a much slower rate than that of the 
past two years, such expenditures should 
provide at least a moderate stimulus to 
the economy for the next twelve months. 


Despite prevailing favorable condi- 
tions, there is reason to exercise more 
than usual caution in formulating in 
vestment policy. The causes of the pro- 
longed period of prosperity since World 
War II are not permanent but rooted in 
the aftermath of one war and the prep- 
aration for another. Such a combination 
of factors is highly unusual and has 
given rise to an economic situation ab- 
normal in two basic respects: 


(Continued on page 922) 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 


ROBABLY NO OTHER INDUSTRY’S 

future is more closely tied in with 
the future of America than the electric 
power business; as the national econ- 
omy expands, the industry must ex- 
pand. To have faith in the future of the 
electric power industry is to have faith 
in America. Managements of the na- 
tion’s electric companies have that faith, 
and have demonstrated it with an un- 
precedented expansion, undertaken since 
the end of World War II. It is still 
underway, with contracts placed through 
1954, and plans projected up to 1960. 


Besides their expansion program, the 
electric companies have still another 
record which indicates their state of 
well being—and that is their demon- 
strated ability to absorb rising produc- 
tion costs without resorting to excessive 
consumer rates to maintain proper rates 
of return to investors. 


From 1940 to the end of 1951, the 
average price per kilowatt hour of elec- 
tric power sold to the residential cus- 
tomer dropped from 3.84 to 2.81 cents. 
This has been accomplished in the face 
of constantly rising costs. During the 
same period taxes rose from 17.7 per 
cent of revenue to 23 per cent. Hourly 
rates of pay, including the cost of all 
benefits, have just about doubled. At 
the end of 1951 electric companies were 
paying. on an average, $6.05 for a ton 
of coal that cost them $3.40 in 1940. 


Any business or industry rises and 
falls on its ability to serve its customer 
well at reasonable rates. The electric 
power industry’s ability to meet the de- 
mands of an expanding economy for 
more and more power, and its ability, 
through technical advances. to absorb 
a portion of mounting production costs, 
indicates it has met and will continue 
to meet this basic test of sound business. 


The nation’s electric companies have 
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faced more than the normal business 
risks, in that they have also faced the 
political threat of public power. There 
are reasons to believe that, on the na- 
tional level at least. the trend has been 
slowed, if not stopped. Recent Con- 
gresses have been reluctant to expand 
an already large Federal power empire. 


In England, where the electric power 
industry was included in the nationaliza- 
tion program, the British Electricity Au- 
thority is showing growing concern 
over its ability—or inabilty—to meet 
normal business problems. Moreover. 
the Churchill government is exploring 
the possibility of returning the steel 
industry to investor-ownership. It may 
very well be that this is the beginning 
of a world-wide trend away from social- 
izaton. 


Expansion — and More Expansion! 


The industry’s expansion story is un- 
matched, unrivaled in American indus- 
trial history. In the six years, 1946 
through 1951, the nation’s electric com- 
panies have increased generating ca- 
pacity from 40,300,000 kilowatts to 
60,100,000 kilowatts—spending all told 
$10 billion on new construction to pro- 
duce electricity and serve their custom- 
ers. Looking ahead. in the three years 





Before assuming 
the presidency of the 
National Association 
of Electric Compan- 
ies seven years ago, 
P. L. Smith was pres- 
ident of The Middle 
West Corporation 
and chairman of the 
board of The Middle 
West Service Com- 
pany. As head of this 
industry group, representing 97 companies 
which account for nearly 75% of the busi- 
ness in this field, Mr. Smith has spearheaded 
the fight against further Federal encroach- 
ment into the power business. 





DYNAMICS OF INDUSTRY 


UTILITIES 


CONFIDENCE KEYNOTE 
OF ELECTRIC INDUSTRY 


By P. L. SMITH 


1952 through 1954, they will increase 
productive capacity another 21,600,000 
kilowatts and will spend an additional 
$8 billion on all facilities. 


By 1960, assuming a continued busi- 
ness expansion, capacity supplied by 
electric companies will have been lifted 
to 120,000,000 kilowatts, triple the post- 
war level. Based upon present cost levels. 
this six year—1955 through 1960—ex- 
pansion will require the expenditure of 
an estimated $22 billion. 


Not included in the above data are 
plans of 5 companies, organized as 
Electric Energy, Inc., and fifteen other 
companies, organized as the Ohio Valley 
Electric Corporation, to furnish power 
for the new atomic energy installations 
at Paducah, Kentucky, and Portsmouth, 
Ohio. Electric Energy will spend more 

.than $100 million to furnish 735,000 
kilowatts. Ohio Valley will provide a 
capacity of more than two million kilo- 
watts, at a cost from $370 to $440 mil- 
lion. The Securities and Exchange Com- 
mission has approved Ohio Valley’s fi- 
nancing plan, which calls for the fifteen 
companies to provide $20 million, with 
$420 million to be raised from institu- 
tional investors and banks. It will be 
the largest single power supply in the 
industry's history. 


Growth Almost National 


The electric companies’ expansion 
program—completed, planned and pro- 
jected—has been general, right across 
the nation, with two notable exceptions, 
in Tennessee and in Nebraska — both 
public power states. Electric companies 
in the remaining 46 states and the Dis- 
trict of Columbia have all made a re- 


markable record of expansion. 


Here is the record of expenditures, 
1945 to 1954, in each of the nine geo- 
graphic regions of the United States: 
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FEDERALLY FINANCED POWER PROJECTS 
IN SERVICE, UNDER CONSTRUCTION, AUTHORIZED, APPROVED AND PROPOSED 


757 FEDERAL PROJECTS TOTALING 68,200,000 KW 


@ — IN SERVICE 

@ — UNDER CONSTRUCTION 

@ — AUTHORIZED 

O — APPROVED OR PROPOSED 

 — PENSTOCK ON FEDERALLY FINANCED PROJECT 





$ 885,000,000 
3,120,000,000 


New England 
Middle Atlantic 


South Atlantic 2,630,000,000 
East North Central 4,275,000,000 
East South Central 820,000,000 
West North Central 1,575,000,000 


West South Central 
Rocky Mountain 
Pacific Coast 


1,900,000,000 
720,000,000 
2,105,000,000 


Public or Private Power 
Development? 


This record of meeting the needs of 
an ever-growing economy is proof of the 
electric industry’s desire and ability to 
serve the nation. Electric companies can 
and desire to do even more than they 
have done but in the case of river de- 
velopment, Congress or a Federal agency 
must grant authorization. Such author- 
izations have not always been granted. 
Examples are found in many sections 
of the nation. 


Five New York electric companies are 
ready, willing and able to build a hy- 
droelectric project to expand produc- 
tion at Niagara Falls. Advocates of Fed- 
eral power want Congress to authorize 
government spending of $350 million for 
this purpose. Others believe an agency 
of the State of New York should do the 
job. The final decision is still in doubt. 


In North Carolina, the Roanoke 
Rapids hydroelectric project is another 
case in point. The local electric com- 
pany—Virginia Electric and Power 
Company—is ready to build and has a 
license from the Federal Power Com- 
mission to go ahead. The Department 
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of Interior has opposed VEPCO con- 
struction and has carried its opposition 
to the Supreme Court. It is still unde- 
termined whether this development will 
be financed by tax or investor dollars. 


Still another case in point is the power 
development of the Snake River on the 
Oregon-Idaho line. The local electric 
company — Idaho Power Company — 
proposes to build five low-head dams 
along this river but The Bureau of Re- 
clamation wants Congress to appropri- 
ate nearly a half-billion dollars to build 
a high dam and facilities at Hell’s Can- 
yon to generate approximately the same 
amount of power. 


In the Southwestern area, where Con- 
gress has limited the funds granted to 
Southwestern Power Administration for 
use in building transmission lines and 
denied funds for steam electric genera- 
ting facilities, the Rural Electrification 
Administration has been lending money 
to super generation and transmission 
cooperatives. The generating and trans- 
mission cooperatives are to lease the 
lines and sell all the power output of 
the steam plants to SWPA. Two cases 
are pending to enjoin such practices. 


$25 Billion Invested 


The nation’s electric companies have 
had and continue to have confidence that 
sound government and business coopera- 
tion will bring a solution to these prob- 
lems. The great expansion program— 
completed, underway and projected—is 
evidence of this confidence. 


Total investment in plant, materials 
and supplies devoted to the production 
and delivery of electricity now exceeds 
$25 billion on the part of investor-owp. 
ed companies, according to an analysis 
made by the Edison Electric Institute. 
The growth of these investments js 
shown by the following table of invest. 
ment in property, plant and equipment: 


1951 _.__.___________.. $25,250,000,000 
1949 __..__...___..... 21,050,000,000 
1947 __........ 17, 375,000,000 
1945 _........... :16,025,000,000 


It is also shown by Edison Electric 
Institute figures that steam plant con. 
struction costs are 50% above levels of 


World War II. 


B. L. England, President, Atlantic 
City Electric Company, and President, 
Edison Electric Institute, in an address 
before the New York Society of Security 
Analysts in New York, recently had 
this comment relating the expansion pro. 
gram to technological advances: 


“. . . In the nine years from 1945 
to 1954 construction expenditures of 
$18 billion are contemplated by an 
industry that in 1945 had an invest- 
ment in plant and equipment of $14.6 
billion. The question naturally arises, 
is this relatively huge sum of money 
being spent productively? How will 
the additional investment compare in 
this regard with the previous invest- 
ment? In my opinion, this new money 
is being remarkably well spent from 
the standpoint of lasting productive 
values, and this has been brought 
about principally through engineering 
advances, many of them unheralded 
and individually not very significant, 
but of great effect in the aggregate. 
This, I think, is a point of great im- 
portance to the investor having in 
mind the years to come.” 


Technical Progress Paces Growth 


The electric power industry had its 
beginning in 1882 when Thomas A. Edi- 
son established his Pearl Street Central 
Station in New York City. His early 
process required the burning of about 
ten pounds of coal to generate a kilo- 
watt hour of electricity. This is com- 
parable to having to shovel one pound 
of coal into a furnace for every hour a 
100-watt bulb burns in the kitchen. In 
the next 70 years, however. research, 
conducted by the industry and by equip- 


Detailed data, on a state by state 
basis, covering the expansion program 
of the nation’s electric power industry, 
is contained in a bovklet titled “more 
AND MORE,” just pub- 


ee ee 
lished by the National Association of 
Electric Companies. You may obtain 
a copy by writing the editors of 
TRUST AND ESTATES. 
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ment manufacturers and fuel suppliers, 
has reduced that figure so that today 
some steam generating plants require 
only .75 pounds of coal to supply one 
kilowatt hour of electric power, and 
the overall national average is 1.13 
pounds. In that short span of 70 years, 
the industry has been able to squeeze 
nine times more power from each ton of 
coal it burns. 


Research continues. particularly in 
the coal industry itself. Several large 
coal producers are conducting experi- 
ments on new processes which may 
vastly increase the power output of coal. 
Electric companies have also increased 
production by development of larger 
boilers, use of powdered instead of 
lump coal, substituting the turbine for 
the reciprocating engine. and develop- 
ment of metals, alloys and combinations 
of metals which will withstand greater 
temperatures. 


A vitally important step forward for 
the industry was the development in 
1886 of a transformer which enabled 
the transmission of alternating current 
over progressively greater distances by 
stepping up voltage at the source and 
stepping it down at points of use. All 
early “central station” systems produced 
direct current, which could not be trans- 
mitted for great distances. Had the in- 
dustry been limited to direct current, 
economic costs would have prohibited 
rural electrification as we know it today. 
Even in cities the cost of production and 
distribution might have been so high 
as to keep it in the luxury class. 


The early “A.C.” development was. 
of course, crude, but the basic principle 
has remained unchanged. Without this 
discovery there could have been no de- 
velopment of the west’s hydroelectric 
potentialities, since good sites were and 
still are some distance from load centers. 
In early days, the industry was limited 
to 60,000 volts or less because of insula- 
tion difficulties of transmission lines. It 
was not until the early 1900’s, when a 
suspension type insulator was developed, 
that greater voltages could be safely 
transmitted. By 1933 current was being 
transmitted at 220,000 volts, and, though 
the highest voltage used today is 237.- 
300, 220,000 remains about the highest 
economically practical. 


One of the toughest technical prob- 
lems was presented by lightning. At one 
time, electric utilities would shut down 
generating stations and_ disconnect 
equipment, and farmers would pull 
power switches when thunderheads came 
near. Since electric power is useful only 
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when the user requires it, it becomes 
obvious that a natural, uncontrollable 
phenomenon that interrupts service, 
presented serious concern. Despite some 
pessimism in the beginning, the problem 
has been virtually solved by overhead 
shield wires, insulation and air gaps, 
lightning arresters and high speed 
switching. Today a thunderstom may 
mean only a momentary dimming of 
lights in the home or office. Research 
on the part of the industry and equip- 
ment manufacturers continues. 


Further Refinements Ahead 


The development of integration, which 
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is making possible the formation of 
power pools, has been another unherald- 
ed step forward. Interconnection dates 
back to 1915; some progress was made 
in the 1920’s, but it has only recently 
resulted in widespread formation of 
power pools which enable power to be 
shifted from one locality to another to 
meet varying daily or seasonal needs 
and to back up loads in case of equip- 
ment failure. The result is that all com- 
munities in the “power pool” obtain 
better service at lower cost. 


Further refinements in techniques and 
apparatus for generation, transmission 
and distribution of electric power are 
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anticipated in the future. Research em- 
bodies making better use of the sources 
now in use, and perhaps even to adapt- 
ing atomic energy to commercial pro- 
duction. The electric industry is an ac- 
live working pariner with the Atomic 
Energy Commission in efforts to harness 
the atom as a means of supplying elec- 
tric energy for the nation. Progress in 
this field remains nebulous but if atomic 
energy ever becomes available on an 
economic basis as a substitute for pres- 
ent heat sources to generate steam for 
turbines, its integration into the power 
supply of an area can be assured with a 
maximum of efficiency through long- 
range planning of the location and na- 
ture of generating plants, transmission 
lines and sub-stations. 


Large Capital Demands Seen 


Electric companies would not have 
been able to record such remarkable 
progress had the industry not demon- 
strated an ability to finance its capital 
needs. Plans for the future are predica- 
ted on its continued willingness and 
ability to finance new development and 
facilities. For expansion from 1945 to 
the present time, securities sold by the 
nation’s electric companies up to August 
31 of this year amounted to $7,630,000,- 
000 in value, of which $1,522,000,000 
was common stock, $1,103,000,000 pre- 
ferred stock, and $5,005,000,000 long 
term debt. Cash arising within the same 


period from depreciation reserves and 


surplus totaled $4,340,000,000. 


The companies estimate their 1952 
expenditures at $2,650,000,000. Because 
of shortage of materials this total figure 
may not be attained. Financing for the 
first eight months of the year totaled 
$1.252,000,000, divided as _ follows: 


Bus supporting structure at Philadelphia 
Electric Co.’s hydro-electric station at Cono- 
wingo, Md. 


common stock, $330 million; preferred 
stock, $152 million; bonds and deben- 
tures $770 million; cash from reserves 
and surplus about $735 million. 


There remains about $6 billion to be 
financed for 1953 and 1954 to complete 
the planned expansion program, plus an 
estimated $22 billion for the projected 
1954-60 program. 


As a general rule, each of the na- 
tion’s electric companies is a natural 
single supplier and as such, each is 
regulated, either by a state or local 
agency, or by the Federal Government. 
Industry leaders have felt obligated to 
lay before various commissions the need 
for earnings that will attract the in- 
vestor. The commissions. in turn, have 
a duty to regulate in the interests of 
the customer, employee and _ investor. 
There would seem to be a better ap- 
preciation on the pari of regulatory 


bodies of the importance of allowing: § 
adequate service. So long as this hold | 
true, electric companies will be able 4, 
provide satisfactory earnings. 


The record shows that. over a period 
of years, the per cent dividend on book 
value of capital stock and surplus ha 
been more stable for the investor-owned 
power companies than for all corpora. 
tions grouped together, and for the 
longer term period has, in general, beep 
higher. The ratio of gross corporate jp. 
come to capitalization was: 


1922 __. 
1932 _.. 
1942 _. 
1951 _____.. 


7.45% 
6.26 
5.54 
5.74 


On the basis of book value of common 
stock outstanding, dividends paid oy 
last year were just under 10 per cent. 


The most important fact concerning 
this unrivaled building, to my mind, js 
that taxpayers will have paid nothing 
from Federal funds for these vastly in. 
creased services. Citizens across the 
country are becoming aware of the fact 
that nothing is added to their tax bill 
when free enterprise does the job. How. 
ever, they are becoming more conscious 
of the efforts to give the Federal Gov. 
ernment ever greater dominance over 
business and industry. They alread; 
have made their voices heard through 
the recent elections. 


The incoming administration and the 
new Congress undoubtedly will accept 
this as a desire on the part of the people 
to cooperate with business in maintain- 
ing a vigorous and growing economy 
in the interests of all. 


It is a challenge that business must 
meet. 





le et Fi 


Turbine room of Consolidated Edison Co. of New York’s Waterside Station (at left) provides sharp contrast with the dynamo room of 
Thomas Edison’s original Pearl Street Station. Waterside Station has a capacity of 618,000 Kw. 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 


YIELDS OF PRICES,DIVIDENDS, 


CORPORATE BONDS AND YIELDS 
BY RATINGS 125 INDUSTRIAL STOCKS 


YIELDS OF 
TAXABLE TREASURIES 
BY MATURITY GROUPS 











IN PERCENT ; 90 PRICES AND DIVIDENDS YIELD 3 
($ PER SHARE ) lo 


IN PERCENT 


3 YEARS PRICES 


5 YEARS 


Nast i 


DIVIDENDS 
( YeSCALE ) 


INELIGIBLE 





Nov. Oct. Nov. 
1952 1952 1951 1952 1951 1946-50 1941-45 1931-40 1919-1930 
— End of Month — Range for Period ———@—_—__________"— 





U. S. Government Bond Yields 





3 Year Taxable Treas. ...............-.--.--. % 2.25 2.24 2.04 2.34-1.90 2.20-1.68 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year - aN  dcumimaiiaiileiide % 2.34 2.34 2.12 2.44-2.03 2.26-1.76 1.87-1.06 1.70-1.24(a) (a) (a) 
10-Year vai en 2.50 2.52 2.28 2.64-2.20 2.40-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Longest Term Eligible ..................... “ 2.70 2.70 2.62 2.77-2.53 2.70-2.21 2.43-1.96 2.48-2.03(a) (a) (a) 
Longest Term Ineligible ................. % 2.71 2.72 2.69 2.77-2.56 2.74-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
2. Corporate Bond Yields 
Aaa Rated Long Term .................. % 2.97 3.01 2.97 3.03-2.91 3.04-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa - - oF snicicomabaiad wa 0% 3.04 3.07 3.04 3.10-2.99 3.09-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A wa - Y « ttiitoaaain 3.22 3.25 3.29 3.34-3.18 3.33-2.87 3.28-2.67 3.89-2.78 9.23-3.35 7.71-4.91 
Baa ” - OP ic poems % 3.52 3.55 3.59 3.63-3.48 3.64-8.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.82 
8. Tax Exempt Bond Yields 
Aaa Rated Long Term .............. ae 1.97 1.96 1.69 2.00-1.65 1.85-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (b) (b) 
Aa ” * es Soe 2.18 2.16 1.85 2.20-1.81 2.71-1.87  2.21-1.04 2.11-1.21 3.02-1.78(b) (b) 
A = ” SS assiaabiaiabie % 2.60 2.59 2.32 2.63-2.13 2.50-1.72 2.64-1.28 2.49-1.49 3.29-2.11(b) (b) 
Baa “es - OP ee eee un Se 2.91 2.92 2.48 2.98-2.48 2.74-1.98  3.05-1.57 2.94-1.80 3.71-2.60(b) (b) 
4. Preferred Stock Yields . 
Industrials—High Dividend Series 
PN IN siiicctcticicninite % 3.93 3.98 4.08 , 4.03-3.92 4.10-3.80 4.09-8.28 4.37-3.55 6.54-3.83 6.79-4.75 
ee eee 2 % 4.95 4.91 4.94 4.95-4.83 4.96-4.72  6.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade .............. % 3.76 3.77 3.83 3.90-3.69 3.88-8.45 3.92-8.27(¢) (ec) (c) (c) 
Medium Grade ..........-—---....0  % 4.03 4.05 4.17 4.15-3.94 4.25-8.77  4.20-8.52(c) (c) (c) (c) 
Utilities—Low Dividend Series 
I ooo ositncenceccncennionnn % 3.99 4.05 4.24 4.24-3.94 4.20-3.80  4.24-8.40(¢) (e) (ce) (c) 
Medium Grade ....................--- ws” 4.42 4.49 4.63 4.71-4.33 4.71-4.19  4.65-3.69(¢) (c) (c) (c) 
5. Common Stocks 
125 Industrials—Prices (e)  ........... 78.20 74.35 71.48 78.20-71.25 74.24-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (d) 
125 Industriale—Dividends (e) ..... 4.17 4.18 4.19 4.23-4.13 4.62-4.18  4.44-1.76 1.94-1.52 2.05-0.72 2.58-2.16(d) 
125 Industrials—Yields % ............. 5.33 5.62 5.86 5.87-5.33 6.79-5.56 7.29-3.20 7.71-3.56 10.18-2.59 6.21-3.19(d) 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—125 Industrials Averages date from Jan. 1, 1929. 
(b)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—Dollars per share 


(c)—Lew Dividend Preferred Yield Averages in this series date from 


Jan. 2, 1946. 


—— 
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| ELECTRIC UTILITY COMMONS 
ee the Snstitutional ; on 


EVER IN FINANCIAL HISTORY have 
ps securities attained the in- 
vestment regard now enjoyed by electric 
utility common stocks. Past favorites 
have invariably been debt securities 
and, with the exception of mortgages 
and municipal bonds, these investment 
favorites have usually represented obli- 
gations of companies such as railroads 
and traction companies which perform- 
ed, without competition, what were con- 
sidered essential services. 


With traction companies fighting a 
losing economic battle and _ railroads 
meeting competition from other forms 
of transportation, it was only natural 
for investors to turn to public utilities 
as the only remaining monopoly where 
competitive factors were non-existent 
and the dangers of mismanagement were 
minimized. At the present time there is 
nothing on the horizon which threatens 
to replace electricity in the home or fac- 
tory (it is believed that nuclear energy 
would only replace other forms of fuel 
in the generaton of electricity), while 
the temporary fears of Government 
competition, which became acute dur- 
ing the early thirties, have been largely 
dissipated. In addition, the more effec- 
tive means of regulation have removed 
the fears of mismanagement and im- 
proper financing which developed dur- 
ing the twenties when the modern utility 
industry was going through its forma- 
tive years. Finally, the utility industry 
is still experiencing a rapid growth 
which should be able to overcome any 
temporary interruptions or maladjust- 
ments. 


Investor preference for electric public 
utilities was first evident in the middle 
thirties when utility bonds were in heavy 
demand and afforded yields far below 
those on comparable railroad bonds. 
Later,’ this demand broadened to in- 
clude preferred stocks which reached a 
peak in 1946 when Iowa Power & Light 
3.30% preferred was sold on a 314% 
basis and set a record which will prob- 
ably stand for many years to come. Al- 
though yields on bonds and preferred 
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stocks have risen with harder money 
rates, the natural chronology of invest- 
ment has continued with all classes of 
institutional investors buying public 
utility common stocks at prices which, 
in many cases, afford a smaller return 
than currently available on preferred 
stocks. 


Are Electric Utility Commons A 
Buy Now? 


Undoubtedly, the general trend to- 
ward recognizing the investment merits 
of common stocks and the desire for 
diversification of investments has been 
partly responsible for the willingness of 
investors to buy electric utility equities. 
It seems probable, however, that the 
basic stability and long-term growth 
of the industry has been even more of 
a factor contributing to the investment 
demand for utility stocks. The monopo- 
listic and essential character of the 
business has been reinforced with rates 
and operating conditions which were 
designed to minimize intermediate fluct- 
uations in earnings and to benefit gradu- 
ally from the long-term growth factor 
which has been so pronounced since 
the end of the war. 


These facts are certainly true and will 
undoubtedly be:efit a Rip Van Winkle 


who can close his eyes to intermediate 


difficulties. However, those interested 
primarily in continuity of income and 
preservation of market values may some 
day be shocked into the realization that 
no company can continue to pay out to 
its security holders 85° to 90% of 
boomtime earnings. There is a wide 
difference between the current 70% to 
75% dividend payout so generally used 
in financial circles and the actual payout 
to all security holders, In the 12 months 
ended June 30, 1952, common dividends 
paid by the Class A&B Electric Utilities, 
as reported by the Federal Power Con. 
mission, amounted to $554,000,000 or 
74.5% of the $743,000,000 of applicable 
earnings. However, during the same 
period these companies paid preferred 
dividends of $123,000,000 and had fixed 
charges of $312,000,000. Total payments 
to security holders, therefore, were 
$989,000,000 or 84% of total income 
which amounted to $1,178,000,000. The 
overall coverage of charges and pre- 
ferred and common dividends, there. 
fore, was only 1.19 times. (Actual cov- 
erage would have been even narrower 
if fixed charges had not been reduced 
by a credit for interest charged to con- 
struction which is not reported separate- 
ly.) When investors require an overall 
coverage of 2.25 times before they will 
consider purchasing a utility preferred 
stock, it is difficult to understand how 
they justify their confidence in such 
poorly protected common dividends. 


Some Comments on Rate Structure 


So much has been written and said 
about the unique utility rate structure 
which supposedly produces narrow oF 
non-existent profit margins on variable 
sales to industrial customers and wide 
profit margins on stable sales to resi- 
dential customers that the stability of 
utility earnings is apparently accepted 
without question. A psychologist would 
probably say that investors have de 
veloped a fixation or mental block which 
makes it impossible for them to seé 
through to reality. It is true that history } 
sustains these conclusions in part, 48 
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Repairing a mile-long cable of the Pacific 
Gas & Electric Co. spanning the Western 
Crossing at Carquinez Straits, San Francisco. 


utility earnings declined only 2% from 
1937 to 1938, while the decline during 
the disastrous depression of the early 
thirties was only 28%. (A decline of 
28% in the pre-tax earnings for the 12 
months ended June 30, 1952 would have 
reduced common stock earnings by 
about 30%. Total income on this basis 
would cover 94% of fixed charges and 
preferred and common dividends.) 
Furthermore, the decline in the number 
of residential customers from the 1930 
high to the 1932 low was small, while 
their aggregate consumption actually 
increased. 





However, utilities are in a different 
position today than they were twenty 
years ago. Since the end of the war, 
sales of electric power to industrial cus- 
tomers have increased at a fantastic 
rate. Prior to that time, an index of 
sales of power to industrial customers 
practically paralleled the Federal Re- 
serve Board Index of Industrial Pro- 
duction, but last year sales of power 
to industrial customers were 334% 
of the 1935-1939 average compared with 
219% for the Federal Reserve Board’s 
Index of Industrial Production. This 
sharp increase is probably due in part 
to the declining importance of power 
generated by industrial companies for 
their own use and in part to the fact 
that production of durable goods, in 
which the consumption of power is par- 
ticularly large, has outstripped the gen- 
eral production index over the past few 
years. Whatever the cause, however, the 
use of central station electricity in man- 
ufacturing activities has expanded and 
will most certainly be more sensitive to 
fluctuations in industrial activity in the 
future than it has been in the past. 


Industrial Rates Unrealistic 


To be sure, the demand-commodity 
type rates under which power is sold 
to industrial customers and the ability 
to improve operating efficiency by cur- 
tailing production of older and less eff- 
cient generators will tend to cushion the 
effect of declining sales. However, here 
again, conditions are vastly different 
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than they were only a few years ago. 
Today only about one-third of the utili- 
ties’ generating capacity can be classi- 
fied as obsolete, having been installed 
prior to 1930, whereas at the end of 
the war 55% of the total capacity con- 
sisted of these older units. As the utili- 
ties complete their construction pro- 
grams, a smaller and smaller percentage 
of their generating facilities will be rep- 
resented by these inefficient units, most 
of which will be relegated to standby 
or emergency use. Even at the present 
time it is doubtful whether there is any 
significant amount of power being gen- 
erated in units requiring more than 
1.5 pounds of coal or 18,000 BTU’s per 
kwh. Except in areas with unusually 
high fuel costs, therefore, there probably 
is little power being generated today at 
an incremental fuel cost of more than 
5 mills per kwh. 


Although some companies have mod- 
ernized their industrial rate schedules, 
most of them are predicated on the 
relatively low construction costs and 
poor operating efficiencies of generators 
installed many years ago. As a result, 
the demand charge fails to cover ade- 
quately present inflated capital costs, 
while the energy charge, when adjusted 
by fuel clauses, is excessive in relation 
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tu current generating costs. While a few 
companies which are favorably situated 
with respect to low cost fuel may sell 
some power at an incremental energy 
charge of 3 or 4 mills per kwh, most 
effective energy charges are now con- 
siderably above incremental fuel costs. 
So long as consumption continues at a 
high level, these double errors cancel 
each other and leave the company with 
an adequate average rate. However, if 
consumption should decline, the utilities’ 
revenues would be reduced by the ex- 
cessive energy charge much more than 
the savings which could be effected in 
fuel costs, while the indadequate demand 
charge would not provide the stability 
for which it was designed. 


The Electric Industry Not | 
Depression-Proof 


While the shortcomings of projecting 
industry figures on individual companies 
must be recognized, some interesting 
observations can be made from the 
Federal Power Commisson’s figures for 
the Class A&B Electric Utilities for the 
12 months ended June 30, 1952. In that 
period, sales to industrial customers 
amounted to 137 billion kwh. A decline 
of 25% would be 27 billion kwh. which 
at an incremental gross profit of only 
3 mills per kwh. would reduce net in- 
come after taxes by $50,000,000. 


The supposedly stable residential con- 
. sumption, however, appears even more 
vulnerable despite the historical back- 
ground. In the two decades prior to 
1930, the utility industry experienced 
its initial growth which, as in the case 
of all infant industries, was unusually 


rapid. In the five years between 1912 
and 1917, total customers increased 
87% following which there were in- 
creases of 77% and 72%, respectively, 
in the next two five-year periods. While 
this rate of growth of about 15% per 
annum declined in the years immediately 
preceding the depression, there is little 
question that the momentum of the 
growth continued and helped to mini- 
mize the decline in the number of cus- 
tomers during the depression. In con- 
trast, the number of residential cus- 
tomers increased only 13% between 
1940 and 1945 when wartime shortages 
restricted building activity but, even 
with what appeared to be an unsatisfied 
cumulated demand and the sharp post- 
war building boom, residential custom- 
ers increased only 33% between 1945 
and 1950. The annual rate of gain in the 
number of residential customers which 
reached a postwar peak of 6.2% in 
1947 shrank to only 4.5% in 1951 and 
declined further to 3.8% in the 12 
months ended August 31, 1952. Due to 
the wider acceptance of electricity and 
the increased housing units per capita, 
one out of every 3.75 individuals in the 
country (men, women and children) is 
now either a residential or rural electric 
customer. This comparies with only one 


out of six back in 1930. 


Obviously, therefore, the electric 
utility industry has reached a high de- 
gree of saturation so far as the number 
of retail customers is concerned and no 
longer enjoys the normal growth pros- 
pects which helped to cushion the de- 
cline from 1929 to 1932. Furthermore, 
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INCOME ACCOUNT 


CLASS A&B ELECTRIC UTILITIES 


(Reported by Federal Power Commission for 
12 Months Ended June 30, 1952, in thousands 
of dollars and per cent of revenues.) 


$5,420,849 100.0 
875,219 16] 
1,039,769 199 
803,904 148 
489.301 90 
498,988 92 


Electric Revenues 
ae ee 
Salaries & Wages 
Other Operating Expenses 
Depreciation 
General Taxes _ 
Operating Earnings Be- 
fore Income Tax. _ $1,713,668 317 
Income Tax ___....... ; 692.651 128 
Net Electric Operating 
Revenues - $1,021,017 189 
Other Income _ 156,502 29 
Gross Income $1,177,519 218 
Income Deductions 311,997 58 
Net Income ~ $ 865,522 169 


Preferred Dividends 122,631 23 
Available for Common. $ 742,89] 137 
Common Dividends 554,117 102 


$ 188,774 35 


eee 


Surplus for Year 


with the recent trend toward the forma- 
tion of new family. units has undoubtedly 
added to the vulnerability of this divi- 
sion of the utility business. It is not 
difficult, therefore, to visualize a 10% 
reduction in the number of residential 
customers and a 7% reduction in total 
residential consumption during a period 
of declning business activity which 
would cause some doubling up of re- 
cently separated family units.’ This alone 
would probably reduce earnings after 
income taxes by $80,000,000 or 60% 
more than the decline indicated by a 
25% reduction in industrial consump- 
tion. 


Sales to commercial customers, which 
probably provide the widest profit mar- 
gin of any classification of service, 
would probably be the most vulnerable 
to any decline in general business activ- 
ity. These sales declined about 15% be- 
tween 1930 and 1932 and might easily 
show a similar drop from current high 
levels. Even a 10% decline, however, 
would probably reduce earnings by 
$60,000,000 a year. 


Other Thought-Provoking Factors 


The combined effects of these rela- 
tively small declines would be $190, 
000,000 which just about equals the sur- 
plus remaining after dividends in the 
12 months ended June 30, 1952. Al- 
though such a prospect would hardly 
justify the prevailing confidence in elec- 
tric utility stocks, it does not tell the 
whole story. Because of the constant 
issuance of additional common stock, 
actual dividend payments tend to lag 
behind the annual requirements on the 
present amount of stock outstanding. 
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This is reflected in the increase in an- 
nual dividends paid which from year- 
io-year have increased between 5% and 
15% since the end of the war. With the 
exceptionally large amount of financing 
during the first half of this year, as well 
4s numerous dividend increases, it seems 
probable that present dividend require- 
ments are at least 10% or $55,000,000 
above those actually paid in the 12 
months ended June 30, 1952. Similarly, 
fxed charges. depreciation and general 
taxes Will continue to increase for a 
year or two after the upward trend of 
revenues is reversed. Since the utilities 
must continue to expand their plant 
capacity to provide for all possible de- 
mands two years into the future, they 
cannot avoid a continuing increase in 
these expenses, which are completely 
beyond the control of management. The 
present narrow margin over charges and 
dividend requirements, therefore, could 
easily be turned into a deficit. 


This is not a prediction of the immedi- 
ate prospects for earnings and dividends 
which will be determined by the general 
level of business activity. It is, instead, 
an attempt to point out the difficulties 
utilities would face in maintaining earn- 
ings during a prolonged period of de- 
cining business activity. This is clearly 
indicated by the inelasticity of total 
costs and capital expenses as shown in 
the earnings of the Class A&B Utilities 
as reported by the Federal Power Com- 
mission for the twelve months ended 
June 30, 1952. Fuel costs, which repre- 
sent only 16‘, of operating revenues, 
are the only direct variable expenses 
which would be reduced automatically. 
Some curtailment of maintenance which 
would reduce wages might be possible, 
but the savings which could be effected 
would he small. However, depreciation. 
general taxes, fixed charges and pre- 
ferred and common dividend require- 
ments. which aggregate 36% of reve- 
nues, will continue to increase at the 
rate of about 8% annually for a year 
or two after revenues start to decline. 


Most regulatory authorities appear to 
be as convinced as investors that utility 
earings are not subject to a decline 
and have been unwilling to permit tem- 
porarily excessive returns in recognition 
of the risks which utility stockholders 
assume. Theoretically, of course, rate 
increases would be granted if necessary 
lo preserve earnings and dividends, but. 
in reality, approval of such action would 
be difficult to obtain, particularly since 
the present heavy requirements for new 
capital would disappear and would not 
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be a compelling reason for maintain- 
ing the credit of utilities. 

A decline in utility earnings may not 
be imminent and there probably will 
be further dividend increases in 1953. 
However, since utility earnings are not 
immune to fluctuations, there may be 
some question as to the advisability of 
assuming that common dividends are 
inviolate when total charges and divi- 
dend requirements represent 85% to 
90% of available boomtime earnings. 

A & &G 

The New York Curb Exchange will be 
known as the American Stock Exchange, 
effective January 5, 1953. 


Bank Stock Splits Proposed 


At the annual meeting on January 21, 
1953, stockholders of the Guaranty 
Trust Co. of New York will be asked 
to approve a five for one split of the 
capital stock by reduction of the par 
value from $100 to $20. 


Stockholders will be asked to approve 
a two-for-one split of Cleveland Trust 
Co. stock by reduction of par value 
from $100 to $50. at the annual meet- 
ing in January. The present stock is 
currently paying a $10 dividend and 
it is anticipated that the new capitaliza- 
tion will be on a $6 basis. 


GOVERNMENT 


MUNICIPAL 


* RAILROAD 


PUBLIC UTILITY & INDUSTRIAL BONDS 


EQUIPMENT TRUST CERTIFICATES 


INVESTMENT STOCKS 








Knowledge, Experience, 


Facilities for Investors 





R. W. Pressprich & Co. 


Me mbe rs 


New York Stock Exchange 


48 Wall Street, New York 5, N. Y. 


BosTON 


PHILADELPHIA 








INVESTMENTS IN OIL INDUSTRY 


FIVE TYPES ANALYZED FOR TRUST SUITABILITY 


ROY M. HUFF and T. H. HAMMETT 


HE OIL AND GAS INDUSTRY Offers sev- 
j pee types of investments, namely: 
Royalty; Working Interest or Operating 
Interest; Overriding Royalty; Carried 
Working Interest or Net Profit Interest; 
and Oil Payments. These will be de- 


scribed in some detail here. 


1. Royalty: This is the common term 
used to describe the fractional portion 
of oil and gas production reserved or re- 
tained, by specific provision incorpor- 
ated in an oil and gas lease, by the 
lessor — the owner of the fee title to 
the land or minerals covered by such 
lease. The customary royalty is 4th of 
the entire minerals produced, saved and 
marketed, which is delivered to the les- 
see or to his credit in the pipe line, free 
of all cost of production, operation or 
development. In other words, a royalty 
interest is not chargeable with any cost 
or expense of any nature or kind what- 
soever under ordinary and customary 
circumstances. There may be exceptions 
to this, due to distance from market or 
other unusual conditions, but where the 
royalty interest is charged with any ex- 
pense it is usually the result of nego- 
tiations between the lessor and the lessee 
arrived at after the discovery of oil or 
gas. 

Thus, royalties represent the preferred 
oil and gas industry investment as noth- 
ing except the cost of the investment is 
risked. Such investments, however, when 
made prior to discovery of oil or gas 
do involve a considerable element of 
risk. On the other hand, such an invest- 
ment after discovery, when made on the 
basis of valuations arrived at by expert 
appraisers, takes into consideration the 
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T. H. HAMMETT 


Roy M. HuFF 


Mr. Huff, Vice President and Trust 
Officer of the National Bank of Tulsa, 
has been in the trust business approxi- 
mately twenty years and at one time was 
in the legal department of the Sinclair 
Oil and Gas Co. He is a past member of 
the Executive Committee of the Trust 
Division of the American Bankers Asso- 
ciation. 

Mr. Hammett joined Sinclair Oil and 
Gas Co., Tulsa, in 1916. He was an at- 
torney in the legal department for many 
years and in charge of the Rocky Moun- 
tain Area legal work. In 1948 he was 
transferred to the executive department 
and made a vice president, in which job 
he has supervised the land and lease de- 
partment of the company. He has served 
on many legal committees of the oil in- 
dustry. 





reserve of oil and gas underground, the 
amount of producible oil and gas to the 
royalty interest, the rate of production, 
the market price for production, taxes 
involved, and the payout period or time 
lapse necessary to recover the original 
investment. 


Royalties are property rights and 
therefore subject to sale and exchange. 
The owner of a royalty interest is en- 
titled to depletion allowance deduction 
at the rate of 2714'/. but not to exceed 
50% of the net profit, on each property, 
in calculating Federal income taxes and 
most State income taxes. 


A royalty owner, as such, having no 
interest in the physical equipment used 
in oil and gas operations, cannot of 
course, deduct anything for depreciation. 


2. Working Interest or Operating In- 
terest: The term “Working Interest” or 
“Operating Interest” is commonly used 
to define or refer to the lessee or oper- 
ator’s interest in the oil and gas pro- 


duced, saved and marketed. Inasmuch as 
the royalty is usually 1th, lessee’s or 
working interest is /gths of the produ. 
tion. 


The working interest owner or oper- 
ator must assume all risks involved and 
advance all sums necessary for geolog. 
ical or geophysical exploration. oper. 
ation, development, drilling and produc. 
ing, as well as maintaining a staff to 
handle the various phases of the business 
connected with the production of oil and 
gas. Thus, the cost of a dry hole or non. 
producing well must be borne by the 
operator or working interest owner. In 
fact, every expense involved in the final 
production of oil and gas is advanced, 
paid and borne by the working interest 
owner or operator. These risks explain 
the reason for the usual division of 
Yeths of the production to the working 
interest owner or operator and !xth to 
the royalty owner of all production. 


The working interest or operating in- 
terest is a property right, subject to sale 
and exchange. This interest is also en- 
titled to the 2714%. deduction allowance 
for depletion, but not to exceed 50% of 
the net profit, as to each lease, in cal- 
culating Federal income taxes and most 
State income taxes. A working interest 
owner is also entitled to take deduction 
for depreciation on all physical equip- 
ment when calculating income taxes and 
likewise can deduct for all intangible ex- 
pense. 


3. Overriding Royalty: Quite often 
when the lessee under an oil and gas 
lease assigns such lease, he reserves what 
is commonly referred to as an overrid- 
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Oil Field “Roughnecks” on rotary drilling 

rig about to pull string of drill pipe prepar 
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ing royalty interest. This interest is, in 
reality, carved out of the so-called 7/ths 
working interest and reduces the work- 
ing interest accordingly. Thus, the over- 
riding royalty interest reserved or carved 
out of the working interest is accounted 
for by the working interest owner or 
operator in addition to the customary 
ith royalty reserved by the lessor or 
fee owner. 


An overriding royalty interest can, of 
course. be any fraction of the production 
that the parties to the assignment may 
agree upon. Such interests run usually 
from as small as 14 of 1‘% to 1244% 
upon fee or patented lands. However, 
as to the public domain and other lands 
leased by or where the leasing is under 
the supervision of the United States, 
overriding royalties are limited to 5“. 
except in such cases where the excess 
royalty under specified conditions is sub- 
ject to the control of the Department of 
the Interior. Sometimes it is provided 
that the overriding royalty interest shall 
come out of the full 8/8ths of the pro- 
duction, but usually it is based on the 
7xths working interest production. 

An overriding royalty interest, like the 
fee owner's reserved 1th royalty inter- 
est, is ordinarily produced and delivered 
free of all expense. 


If the overriding royalty interest cre- 
ated by the assignment is an interest in 
the oil and gas produced, saved and mar- 
keted. then the owner thereof has what 
is construed to be a depletable interest 
and is entitled to the 2714°7 depletion 
allowance in calculating Federal and 
most State income taxes. However, if the 
oil and gas produced is merely to be 
used as a yardstick to measure and de- 
termine an amount of money coming 
due. even though such interest is de- 
nominated by the parties as an overrid- 
ing royalty interest. a serious question 
may arise whether such interest is a 
depletable interest. If such interest is 
finally held to be a non-depletable inter- 


est. then all income received therefrom 
will be taxed as ordinary income and 
consequently a higher Federal and State 
tax results. Care must therefore be taken 
in drafting the reservation of an over- 
riding royalty. 

Overriding royalty interests are a 
species of property rights and subject 
to sale and exchange. The owner of such 
an interest is, to some extent. on a par 
with the fee owner of a nth royalty in- 
terest as the investment in such property 
right is all that is risked. 


An overriding royalty interest, like a 
fee owners royalty interest, owns no 
part of the physical equipment used in 
oil and gas operations and therefore can- 
not, in calculating income taxes, deduct 
any sum for depreciation on such equip- 
ment. 


1. Carried Working Interest or Net 
Profit Interest: Sometimes the owner or 
lessee of an oil and gas lease does not 
desire to assume the risk of drilling. de- 
velopment, or the other expenses in- 
volved, in finding and producing oil and 
gas. In such cases, a deal may be con- 
summated on the basis of selling an un- 
divided interest in the lease to one who 
is willing to take such risks. The assign- 
ment in such a case will provide that the 
working interest retained (that is. the 
interest not assigned in the leasehold 
estate) by the assignor shall be carried. 
with respect to all costs and expenses. 
by the assignee. To be carried for such 
costs and expenses simply means that 
the carried working interest owner's in- 
terest in the property only is liable for 
such costs and expenses and if the prop- 
erty does not pay out or result in a 
profit. the carried working interest owner 
is not personally liable for any details. 


Consequently. these interests are some- 
times referred to as a net profit interest. 
In such cases. the assignee becomes the 
oil and gas operator for the leasehold 
estate and under the assignment or by 
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Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 174 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 23 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on Orig- 
inal Preferred Stock; 


27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 

The above dividends are pay- 
able December 31, 1952, to 
stockholders of record Decem- 
ber 5, 1952. Checks will be 
mailed from the Company’: 
office in Los Angeles, Decem- 
ber 31, 1952. 


P.C.HAL®. Trecsurer 
November 21, 1952 
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Dividends were declared by the 
Board of Directors on 


Nov. 20. 1952. as follows 


4% Cumulative Preferred Stock 


43rd Consecutive Regular 
Quarterly Dividend of One Dollar 
$1.00) per Share 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 


Forty Cents (40¢) per Share. 


Checks will be mailed. 


Robert P. Resch 
Vice President ond Treasurer 


* 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 
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UNITED FRUIT COMPANY 
214th 


Consecutive Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable Jan. 15, 1953 to stockhold- 
ers of record Dec. 12, 1952. 


EMERY N. LEONARD 
Secretary and Treasurer 
Boc.cn, Mass., November 17, 1952 


INTERNATIONAL 
ip, SHOE 
(|, U/ COMPANY 


~~, vd 
an—<a® St. Louis 


167' 


CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share payable on January 30, 
1953 to stockholders of record 
at the close of business January 
5, 1953, was declared by the 
Board of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


December 2, 1952 
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’ CORPORATION OF AMERICA | 
. 180 Madison Avenue, New York 16,N.Y. | 


HE Board of Directors has this day 
declared the following dividends: 


4%2% PREFERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12 per 
share, payable January 1, 1953, to 
holders of record at the close of busi- 
ness December 5, 1952. 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable January 1, 1953, to holders 
of record at the close of business 
December 5, 1952 

COMMON STOCK 
50 cents per share, payable December 
22, 1952, to holders of record at the 
close of business December 5, 1952. 


R. O. GILBERT 
Secretary 
November 25, 1952. 





separate contract assumes all the risks 
and must advance all costs and expenses. 
In other words, if the oil and gas oper- 
ations are profitable, the carried work- 
ing interest owner receives his propor- 
tion of the profits at such intervals as 
the basic contract may provide, but if 
such operations are unprofitable, such 
carried interest owner is not personally 
liable to reimburse the oil and gas 
operator. The balance remaining unpaid 
in any contingent accounts receivable 
against the carried working interest 
owner, upon abandonment of the prop- 
erty, therefore will be charged off as a 
loss by the operator. If, however, the 
operator desires, he could foreclose his 
lien against the carried working interest 
owner’s interest in the property. In such 
cases, no deficiency judgment could be 
entered against the carried working in- 
terest owner. 

This type of property right is also sub- 
ject to sale and exchange. A carried 
working interest sometimes presents a 
problem with respect to whether or not 
the owner of such interest can take ad- 
vantage of the 2714% depletion allow- 
ance in calculating Federal and State 
income taxes. The Internal Revenue De- 
partment, by General Counsel memoran- 
dum, has held that a carried working 
interest owner does not have a depletable 
interest in the oil and gas property and 
therefore would not be entitled to the 
depletion allowance. Cases have been 
decided, however, and the Bureau has 
followed these rulings which have al- 
lowed the deduction for depletion al- 
lowance, though the General Counsel 
memorandum holding to the contrary 
has never been revoked. 


Therefore, whether or not these inter- 
ests are entitled to the depletion allow- 
ance might be said to be a debatable 
question and probably to a large extent 
the question would be decided on the 
language used in the instrument creating 
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h BALANCED 
MUTUAL INVESTMENT 





92nd Consecutive 
Quarterly Dividend 


20c a share from ordinary income, and 
45c a share distribution from securities 
profits. Payable December 29 to 
stock of record December 5, 1952. 
WALTER L. MORGAN, President 
Philodelphio 3, Pa 
siti 








or reserving such interest. It would seem, 
however, under any circumstances that 
where the property has paid out that 
the carried working interest owner, hay. 
ing been charged and his interest in the 
income having paid for a proportion of 
the physical equipment and intangible 
costs, that appropriate deductions against 
income would be allowed with respect 
to such interest when calculating income 
taxes. 


5. Oil Payments: There are cases 
where an oil and gas lease has potential 
value but the market value or the price 
that a prospective purchaser is willing 
to pay may be considerably under such 
potential value. In such circumstances, 
quite often a deal is made by the execu- 
tion and delivery of an assignment of the 
full leasehold title for a consideration of 
a cash payment plus a gross payment of 
an agreed sum of money out of produc. 
tion when, as and if produced, saved and 
marketed. Sometime this deferred pay- 
ment is on the basis of a stated sum per 
acre, but nevertheless payable only upon 
actual production. In such instances, the 
deferred payment, based on production. 
is commonly referred to as an oil pay- 
ment or by some similar designation. 


The assignment creating a so-called oil 
payment or contract providing therefor 
usually recites that a fractional part of 
the production, based on either the full 
8/8ths production or the working inter- 
est 7ths thereof, shall be credited to the 
assignor or owner of the right to receive 
the payment monthly until the full sum 
agreed upon has been paid, whereupon 
the owner of such payment ceases to have 
any interest in the property or any pro- 
duction therefrom. 


An oil payment is usually limited to 
the payment of a definite sum, otherwise. 
or if the payments continue for the life 
of the property, that is, so long as pro- 
duction continues, an overriding royalty 
may be the result, irrespective of what 


a = 2—Cti‘zéCS* 


UTILITIES 
COMPANY 





DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 47 cents 
per share on the Common Stock 
of the Company, payable Janu- 
ary 2, 1953 to stockholders of 
record at the close of business 
December 5, 1952. 


JOHN HUME 
Secretary 


\ November 21, 1952. “i 
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the parties to the instrument have desig- 
nated the interest created. 


This type of interest is also created or 
carved out of the working interest or 
the operator’s interest in the production 
and is payable upon production, in addi- 
tion to any reserved royalties by the fee 
owner or any overriding royalty inter- 
est, carried working interest, or other 
obligations which may be payable out 
of or charged to the production from 
the affected lease or property. 


An oil payment interest is, to some 
extent, akin to a royalty or over-riding 
royalty interest, in that the interest is 
not charged with any expense or cost in- 
curred in oil and gas operations. Such 
interest is a property right and therefore 
may be sold or exchanged. 


Depending upon the language of the 
instrument creating an oil payment or 
similar payment, the interest may or may 
not be a depletable interest. If such in- 
terest is, however, a depletable interest, 
then the owner would be entitled to a 
27144% depletion allowance in calculat- 
ing Federal and some State income taxes. 
Otherwise, all income would be con- 
strued to be ordinary income and sub- 
ject to the appropriate income tax rate. 

The owner of an oil payment or sim- 
ilar interest has no title in and to the 
physical equipment used in the oil and 
gas operations, therefore, cannot in cal- 
culating income taxes take credit for de- 
preciation on such equipment. 


No Guarantee 


All of the interests or property rights 
in the natural resources — be they min- 
eral or liquid — represent risks to the 
investor and none can be considered as 
an investment that represents a guaran- 
teed income or a profit. The only class 
of oil and gas investment where any 
income is assured, though a profit may 
never be realized, is an interest in the 
royalty reserved by the fee owner or 
mineral owner upon the execution and 
delivery of an oil and gas lease, or an 








overriding royalty interest in a property 
producing at the time the investment is 
made. 


As to deductions against income, no 
one would be justified in making any in- 
vestment in any of these property rights 
without having the benefit of legal and 
tax counsel advice prior to a purchase. 
The owner of some of these interests, 
such as working or operating interest 
and carried working interest, would 
ordinarily be required to maintain a 
more detailed set of accounting records 
than a mere royalty owner or overriding 
royalty owner, so as to keep account of 
capital investment, intangible costs and 
other accounts which may or may not 
make a particular proposed investment 
attractive. 


Suitability for Trustees 


Only in those cases where the author- 
ity in the trust instrument is sufficient 
or the governing statutes or decisions 
ample, could a trustee consider such in- 
vestments. In the oil producing states 
many successful men engage in the oil 
business. It has reached such a point 
that no one would say that such men are 
not prudent business men. It is submit- 
ted, therefore, that in those states where 
by statute or court decision the “Pru- 
dent-Man Rule” regarding trust invest- 
ments has been adopted, such invest- 
ments may be considered. It may be 
necessary, however, to determine if the 
“Prudent-Man” is limited to the locality 
involved, or if the term means something 
else. Doutbless men in non-producing 
oil states are less likely to invest their 
own funds in such investments. 


Before any aclion is taken, a report 
and appraisal by a petroleum engineer 
should be obtained, to show among other 
things the probable life of the field. 
Forecasting the price of oil is necessary, 
as well as the decisions and rulings of 
regulatory bodies. 


Allocating the proceeds between prin- 
cipal and income will present some dif- 





CITIES SERVICE COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company on November 
6, 1952 declared a quarterly dividend of one dollar ($1.00) per 
share on its $10 par value Common stock. The board also de- 
clared a year-end dividend of one dollar ($1.00) per share on 
such stock. Both dividends are payable December 15, 1952 to 
stockholders of record at the close of business November 21, 1952. 


W. ALTON JONES, President 
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Locks 


257th and 258th 
Dividends 
Declared 


On Nov. 25, 1952, an 
extra dividend, No. 257, 
of $0.50 per share, was 
declared by the Board of 
Directors out of past earn- 
ings, payable on Dec. 22, 
1952, to stockholders of 
record at the close of 
business Dec. 5, 1952. 

a The Directors also de- 
clared dividend No. 258, of $0.50 per 
share, payable on Jan. 2,-1953, to stock- 
holders of record on Dec. 5, 1952. 

F. DUNNING 


Executive Vice-President and Secretary 


THE YALE & TOWNE MFG. CO. 


cp0ICO 
AMERICAN VISCOSE 
CORPORATION 


Dividend Notice 

































Directors of the American Vis- 
cose Corporation at their regular 
meeting on December 3, 1952, de- 
clared a year-end dividend of 
fifty cents (50¢) per share on the 
common stock, payable on De- 
cember 23, 1952, to stockholders 
of record at the close of business 


on December 12, 1952. 


WILLIAM H. BROWN 
Secretary 








llied 


hemical 


The following dividends have 
been declared on the Common 
Stock of Allied Chemical & 
Dye Corporation: 


Quarterly dividend No. 127 of 
Sixty Cents ($.60) per share. 
Special dividend of Sixty 
Cents ($.60) per share. 
Both Dividends are payable 
December 12, 1952, to stock- 
holders of record at the close 
of business December 3, 1952. 
W. C. KING, Secretary 


November 25, 1952. 













































ficulty except in those states which have 
specifically treated the matter by statute 
or court decision, unless, of course, fore- 
thought at the time the will or trust was 
drafted adequately covers the question. 
A careful check will probably convince 








a trustee that he should only consider 
the producing royalty type as an out- 
right original investment. Other types 
might properly be retained by the careful 
trustee as distinguished from an original 
investment. 





RATIO ANALYSIS APPLIED TO 
SECURITIES* 


N THE SIMPLEST TERMS RATIO ANALY- 
I sIs as applied to securities is the 
selection and arrangement of various 
natural relationships existing between 
balance sheet and income account fig- 
ures in such manner as to establish 
standards of strength and performance 
for each of the investment groups or 
industries. By these standards companies 
of sufficient similarity may readily be 
compared with one another, with their 
industry as a whole or wth themselves 
periodically to determine trends. 


Actually rudimentary ratio analysis 


*Summary of address before annual meet- 
ing of Corporate Fiduciaries Association of 
Maine, by W. L. Wilcox, Esq., of Nutter, 
McClennan & Fish, Boston, on which Allen 
Potter, trust officer of Day Trust Co., Boston, 
collaborated. 


inferences 
should disclose the more vital phases of 
a company’s standing in its group. Those 
used by us for industrial companies 
follow: 


is used in the briefest glance at an in- 
come account or balance sheet. No fig- 
ure therein has any meaning by itself. 
To acquire significance it must be re- 
lated to some other or others and with- 
in reasonable limits this significance is 


enhanced by the number of relation- 
ships established. 


Possible ratios for this purpose are 


almost limitless and many are valuable 
for specific uses. Too many cloud the 


however and five or six 


1. Current Assets—Current Liabilities 
(Margin of Safety). 


2. Net Worth+Capital (Extent of 


stockholder’s claim on assets). 





Inquiries Invited from... 


Trust Companies and other Financial Institutions 


on CANADIAN OIL COMPANIES 


“Financial Statistics available upon request” 


L. G. BEAUBIEN ¢ C2 


LIMITED 


Paris 


Montreal 


Brussels 


Quebec - Ottawa - Trois Riviéres - St. Hyacinthe - Shawinigan Falls 








ing power of stockholder’s dollar), 


4. Net Sales~Total Assets (Sales pro- 
ductivity of assets). 


5. Operating Profit>Net Sale, 
(Measure of efficiency and ecop. 
omy). 


It will be observed that each ratio 
is such that increase is a betterment. 
Such ratio arrangement will be found 
a definite advantage if analysis is ex. 
tended to a large group of companies or 
for a number of years to determine 
trend. 


Note also that each ratio acts as a 
check on some other. Thus increasing 
debt (other than current) may improve 
No. 1 but lowers No. 2. An excellent 
No. 3 is counteracted by a poor No. 2 
if net worth is a relatively small part 
of capital and so on. 


Selection of ratios made, the mechan. 
ics of comparison are simple: No. | 
ratio, for example, for several companies 
including that in question are averaged 
and the average divided back through 
the ratio of our company giving in turn 
a rating having 100 as normal or par. 
Repeating this for each ratio gives 
ratings in each category. Averaging the 
ratings produces an index figure if de- 
sired and in this connection ratings are 
sometimes weighted, though this seems 
of dubious worth. 


Care should be taken in the choice of 
companies making up the industry used 
to obtain the standard, especially in 
recent times when companies invade 
alien fields almost overnight. Probably 
65% or 70% of normal sales or profits 
derived from a common source would 
be a reasonable criterion. 


The authors have also used _ this 
method of analysis with excellent re- 
sults for the Insurance group, using 
five ratios peculiar to these stocks. It is 
highly probable that the same can be 
done for Rails and Utilities. 


Ratio analyses need not be the decid- 
ing factor to be valuable to the analyst. 
They justify themselves by highlighting 
areas of comparative strength or weak: 
ness thereby inviting further detailed 
and rewarding study. 


A A A 


To Pay Centennial Extra 


The trustees of the United States Trust 
Co. of New York City have declared 4 
special dividend of $2 payable in April, 
1953, to mark the bank’s 100th anni- 
versary. 
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ANADA’S BOOMING ECONOMY has re- 

ceived such glowing praise for pres- 
ent accomplishment, and future pros- 
pects have been so brightly painted dur- 
ing the past few years that TRUSTS AND 
FstaTES has undertaken to determine 
the investment preferences of Canadian 
trust companies for Canadian preferred 
and common stocks. The list herewith 
presents the companies in which thir- 
teen of the foremost Canadian trust com- 
panies have holdings in their discretion- 
ary trust and agency accounts. These 
institutions at the end of 1951 were ad- 
ministering estates, trusts and agencies 
totalling more than $2.8 billion, repre- 
senting nearly 75 per cent of all such 
funds handled by trust companies in 


Canada. 


From its holdings at the end of Sep- 
tember, 1952, each Canadian institution 
listed the fifty most popular equities, 
from which, for purposes of simplifica- 
tion, 142 names appearing on less than 
three lists have been eliminated: 


Common Stocks 


Abitibi Power & onal Ee a 
Aluminum ___. i Rieti ee ee ek ee 
NN ORE nn dg eee 6 
ewe IONE 8 
Bank of Nova Scotia —.... ste as ag 7 
Os IE A een 4 
Bell Telephone —_. ea 
Brazilian Traction Light & Pows - CL eRe! 10 
Den American On 12 
eee Fopewiris 6 
Canada & Dominion Sugar 4 
Canadian Bank of Commerce —_....... 8 
Canadian Celanese See Gina: 8 
Comadian Industries 5 
Canadian Pacific Rwy. —................ 10 
Canadian Westinghouse 3 
Consol. Mining & Smelting 11 
Consolidated Paper —.. 6 
Consumers Gas (Toronto) . 6 
Distillers Corp—Seagram 4 
CTL I AE 3 
Dominian Bridge _. _. Plater ek Hee eh te 5 
Dominian Foundries & Steel 4 
Dominion Oilcloth & Linoleum _.._- 4 
Dominion Steel & Coal 4 
Dominion Tar & Chemical 3 
Dominion Textile tS 7 
Fraser Companies = 4 
Hollinger Consol. Gold Mines 6 
Howard Smith Paper Mills SS 
Hudson Bay Mining & Smelting 6 
Imperial Bank of Canada 3 
I re ll 
Imperial Tobacco 4 
International Nickel _.. 12 
International NR 68S Se syed ROE: 3 


International Petroleum 


DECEMBER 1952 


Laura Secord _.. 
TART TERE 
McColl-Frontenac Oil - PEI ERS oe Ta See 
Moore 


Pomona -ueer CO oo 
IO 


Ogivie Flour Miis 
Page Hersey Tubes _.. 
Powell River 


with... 
Price Bros. & Co. 


Royal Bank of Canada: 
Russell Industries Ge Sree re 
Shawinigan Water & Power REA Mee ATE ie 
Suse ie: a6 Cameee 2 
Tamblyn, (G.) —........... 


Hiram Walker, Gooderham & Worts ____. 


Class “A” Stocks 


British Columbia Power _.... 
Canadian Car & Foundry ——  ___ 
Ford Motor Co. of Canada _............__. 


Loliaw Grocetetias 


Preferred Stocks 


Abitibi Power & Paper 
Aluminum Co. of Canada 
Anglo-Canadian Telephone 


British Columbia Electric __ nos SE ees 


I I 
enn NINN, i 
Canada Steamship Lines 
mas Gi 


Dominion Foundries & Steel 


CANADIAN EQUITIES IN CANADIAN TRUST ACCOUNTS 


onaonvo Uwdsh 


fm.) 


Gatineau Power —_ _- 
General Steel Wares __ : 
Goodyear Tire & Rubber _ 


Howard Smith Paper Mills 
Imperial Tobacco __. 
McColl-Frontenac Oil 
National Grocers __. 
Power Corp. of Canada __ 


Shawinigan Water & Power _.. 
Simpson’s __. ee 
Southern Canada Power 

Steel Co. of Canada . 


A & ZB 
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For the Institutional Investor 


A booklet of yield tables for preferred 
stocks in the $60-$120 price range and 
with annual dividend rates from 3.15- 
8% expressed in variations of .01%, has 
been prepared by Union Securities Cor- 
poration. 


Spencer Trask and Co. announces that 
the sixth edition of their yearly publi- 
cation, “Preferred Stocks,” designed for 
institutional and corporation investors, 
is now available. Information comprises 
633 industrial and public utility pre- 
ferreds of institutional calibre. This 
latest 1952 edition supersedes previous 
editions. 


These publications, helpful to insti- 
tutional investors, are available without 
charge by writing to TRUSTS AND 
ESTATES. 


ACROSS CANADA 


FROM COAST TO COAST 


WITH OFFICES READY TO SERVE YOU AT—_ ST. JOHN'S, NFLD. 


We 


Agent to Executors of Estates 


with assets requiring administra- 


tion or transmission in Canada. 


Assets under Administration exceed 
$1,000,000,000 


invite appointments as 


HALIFAX, N.S. 
SAINT JOHN, N.B. 
QUEBEC, QUE. 
MONTREAL, QUE. 
OTTAWA, ONT. 
TORONTO, ONT. 
LONDON, ONT. 
HAMILTON, ONT. 
WINNIPEG, MAN. 
CALGARY, ALTA. 
EDMONTON, ALTA. 
VANCOUVER, B.C. 
VICTORIA, B.C. 


THE 


ROYAL TRUST 


COMPANY 


HEAD OFFICE 





MONTREAL 


i 










HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 


No responsibility is assumed in so far as compliance with the Statement 















































Indices are based on fund operation during the period covered and are of Policy is concerned for the employment in whole or in part of this | 
not a representation of future results. They should be considered in the index by issuers, underwriters or dealers. Principal indices for November 
light of the individual companies’ investment policies and objectives 30, 1951 appear in Ag pe 1951 issue and cueeet Sernane returns 
ld cine ‘ P based on November 28, 1 offering prices are available on requ 
and the characteristics and qualities of the investments of these companies. These will soon be added to a revised short form index. — 









































Reference should be made to the introduc- 1 6 7 16 17 18 19 20 
tory article in July 1949 issue, outlining pur- 12/31/35 | 12/30/39 to 11/28/52 Last 12 mo. Div. %| Prin. Less | 5.Yr. Avg. 
poses of publication and considerations in 11/28/52 —_——__—_ Cum. Cap. | | 
selecting stock _and cost-of-living averages, — Principal oars Invest. Cap. | Distr. (Bid) nvestment 
periods and in interpretation of data. Principal Sow High Principal fon Distr. | 11/28/52 Income % 
new Se. 2 eee = Sa... Bs... 
BALANCED FUNDS 
American Business Shares _... cme 65.9 170.1 | 153.1 3.41 2.55 110.2 3.96 
Axe-Houghton Fund “A” _.. x _ 71.4 $207.5 $207.5 2.68 5.64 ¥162.4 3.90 
Axe-Houghton Fund “B” — 83.1 $223.2 223.2 3.75 2.50 175.4 3.78 
GETTER Ore er eee Nee | 108.1 60.2 %+169.9 169.9 3.28 5.21 138.6 3.83 
Commonwealth Investment >_>» 106.3 73.5 %215.3 215.3 3.99 2.28 182.4 3.90 
Eaton & Howard Balanced 114.5 73.6 %$185.7 185.7 3.68 2.21 170.1 3.87 
Fully Administered Fund (Group Securities) ~ _— 69.4 156.6 7143.4 2.77 1.62 ¥117.6 8.85 
General Investors Trust _......-»-»_»_>>S_S 110.0 65.2 %$135.8 135.8 4.76 2.86 113.0 4.91 
a | - 73.5 162.0 | 162.0 | 4.02 1.43 134.6 4.20 @ 
Johnston Mutual Fund _. one — $185.2 185.2 4.30 2.39 176.0 4.28 @ 
Nation-wide Securities** —.. = 102.6 5.96 %141.2 141.2 4.07 1.32 115.6 4.31 
re Ser = = 158.9 4153.6 3.21 1.34 7142.5 4.07 e 
ee a a 69.2 %149.8 +148.6 3.70 2.47 7125.3 3.86 
Mutual Fund of Boston**** sss _— — 162.9 162.2 4.12 6.59 144.2 = 
Scudder Stevens & Clark ==» ==> 97.4 80.9 %$157.8 157.8 3.20 3.03 137.9 3.63 
GC ee 75.0 %167.9 167.9 3.59 2.24 134.4 3.80 
Whitehall Fund ean a Pe ‘ain — . S905 194.5 3.98 4.79 179.2 4.08 e 
Wisconsin Investment***  _ == SSE — 65.1 $228.5 +226.6 3.95 2.63 7162.4 3.19 
AVERAGE: BALANCED FUNDS _—-___- 105.6 70.8 173.2 171.0 3.68 2.97 140.1 4.01 
STOCK FUNDS 
I al 50.2 294.9 204.0 4.40 2.29 127.6 5.28 
Broad Street Investing Corp. —..._»_»>>SSE 109.9 60.1 +208.9 208.9 4.72 3.05 175.0 4.91 
ES EERE Oe 109.8 61.0 193.2 +193.0 4.26 2.40 ¥156.9 4.68 
NS EE CATT LAS APE a 76.1 172.3 170.5 3.76 4.68 95.7 3.81 
Diversified Invest. Fd. (Diversified Fd. Inc.) *** a mee 150.3 7145.3 4,94 3.36 +133.9 5.59 @ 
I al 109.0 62.1 +173.6 173.6 4.13 2.60 142.6 4.49 
en @ eee OO oe 107.1 62.7 +219.8 219.8 3.53 2.41 190.7 3.69 
ESSE ee es ee ee ~ = — $227.6 $227.6 4.58 1.30 7198.1 4.93 @ 
Fundamental Investors == 105.2 64.8 246.9 246.7 4.35 2.57 213.3 4.38 
Incorporated Investors _.. == 103.6 62.9 249.5 ¥241.4 4.09 2.92 ¥190.7 4.88 
Institutional Shares (Stock & Bond Group) _. am — 176.6 4176.6 2.53 3.76 7138.1 4.18 @ 
Investment Co. of America _....- — | 69.0 %$196.5 +195.6 3.48 4.40 +137.0 4.00 
Investors Management Fund _....._- 107.7 67.7 217.6 216.9 4.14 5.10 171.6 4.65 
Knickerbocker Fund —..-_-_»»»=>=> === aie 59.8 126.2 122.2 2.77 3.63 79.8 3.60 
Loomis-Sayles Mutual Fund* __ eae 72.4 74.2 %196.3 196.3 2.64 3.96 132.9 3.09 
Massachusetts Investors Trust _..... 110.7 59.7 189.1 187.6 4.46 2.62 177.4 4.92 
Mass. Investors Growth Stk. Fund****** __ 114.2 57.4 205.9 7201.6 2.70 1.81 4161.4 3.61 
Mutual Investment Fund ss tsts—CS 129.7 56.1 %1638.7 163.7 2.56 4.79 138.8 3.15 
Peeteeme teeieiiee oo — 60.7 241.9 237.2 3.56 6.81 189.3 4.21 
National Securities — Income*** si — 66.0 135.1 4109.9 5.70 3.68 + 95.6 6.01 @ 
New England Fund _.... = 117.4 61.4 4161.5 161.3 3.91 5.66 134.3 3.97 
Selected American Shares 123.8 60.9 %178.9 178.9 4.30 5.04 146.1 4.77 
I is — 62.5 %+135.3 135.3 5.59 — 111.6 4.83 
State Street Investment Corp. 92.8 60.7 242.4 ¥231.0 r2.66 7.85 155.2 3.18 
Wall Street Investing Corp. == m — — $224.0 224.0 3.72 2.15 219.5 3.70 @ 
AVERAGE: STOCK FUNDS... | Ss108.1 63.2 197.3 195.9 3.75 3.79 154.1 4.17 
90 STOCK INDEX (Standard & Poor’s) _.__. id 106.7 59.3 203.8 198.8 — — — — 
CONSUMERS PRICE INDEX (B.L.S.) _.___- a 99.6 191.1 | a —_ — — —_ 








Base index number of 100 is the offering price on Dec. 30, 1939. 





COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 represents figure obtained by dividing such dividends accruing ovef 
dates indicated are added all capital distributions to such date and the re- the annual period ending with the stated date by the average of the twelve 
sultant sum is divided by the 1939 base offering price. month-end offering prices ending on the corresponding date. 
i : as CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
COL. 19 represents the current month-end bid (col. 16 less all capital distri- st ede : . . 
butions ) divided by the 1939 base offering price. prnere pone y any, from capital gains or any other sources, for the currest 
INCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
panies out of income earned from dividends and interest on their portfolio on the date they commence business equal to the average of all those stock 
securities (excluding all capital distributions). or balanced funds in existence at the time. 
@Principal index begins after 1939 base date. n—new series; old, 192.3. ***Not included in balanced or stock average. 
tEx-dividend current month. r—plus rights. ****Name changed from Russell Berg Fund. 
*Merged with Loomis-Sayles 2nd Fund May Ist. c—previous figure corrected. *****Name changed from Nesbett Fund. 
**Became balanced fund in 1945. *+**#***Name changed from Mass. Investors 2nd Fund. 
Stigh seathed cussent month. COPYRIGHT 1952 BY HENRY ANSBACHER LONG. 
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SPIRITED PROGRAM marked the 24th 

Annual Trust and Banking Confer- 
ence of the New Jersey Bankers Asso- 
ciation, held at Asbury Park on Novem- 
ber 19-20. Under the chairmanship of 
jay Knox, trust officer of First Camden 
National Bank and Trust Co. and head 
of the Association’s Trust Committee, 
the trust portion of the proceedings was 
featured by a recommendation for case 
studies on estate- 
owned businesses. 
This suggestion 
was urged by Jo- 
seph B. Pope, man- 
agement consultant 
of White Plains. 
N. Y., in a copy- 
righted paper, ex- 
cerpts from which 
are published at 


jaY KNox 


page 917. 

Folowing this talk, Denis B. Maduro. 
New York attorney, warned fiduciaries 
to avoid close corporation stock in es- 
tates unless they can be certain that 
there is competent management to carry 
on the business after the death of the 
principal owner. Questions to investigate 
include the adequacy of cash in the 
estate to pay taxes without selling the 
business interest; the advisability of 
selling other assets which may be more 
valuable than the stock; the possibility 
that the business may be valued for tax 
purposes at a figure higher than what 
could be obtained on a sale; and the 
danger that the stock might be deemed 
unproductive property, thus disqualify- 
ing it for the marital deduction. 


Who’s the Competition 


The trust business suffers not from 
competition but from the lack of it, 
John F. Donlon, executive vice president 
of Edwin Bird Wilson, Inc., New York, 
stated to the delegates. The competition 
which hurts is not from lawyers, indi- 
viduals or other banks, but from public 
ignorance of trust services, he said, and 
if the various banks and trust companies 
would have more competition with each 
other, the public would be better in- 
formed. 


To illustrate the extent of popular ig- 
norance about trust services, the speak- 
er cited probate records in New Jersey: 
in one county 4,800 wills were offered 
for probate in ten years with 98% of 
them naming individual executors; a 
four-year record in another county list- 
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ed 3,500 estates of which nearly 1,000 
were intestate, and banks and trust com- 
panies served in estates representing less 
than one quarter of the dollar total; a 
one-year report of a third county re- 
vealed that banks received about 3% 
of the total executor appointments. 


Sample results from a survey of trust 
new business men in six mid-western 
cities showed that some of the most 
frequently voiced objections to trust 
service were: 


1. “It costs too much to name a bank 
as my executor or trustee” (often this 
criticism came from people who had no 
idea what the bank’s fees were). 


2. “A bank is too conservative in in- 
vestment matters.” 


3. “My estate is too small for a bank 
to handle” (often from owners of $25,- 


000 to $100,000 estates). 


4. “My estate is simple. My wife can 
settle it and keep the fee in the family” 
(note: a “simple estate” usually turns 
out to be more complicated than a sixth 
martini) . 


5. My wife doesn’t like the idea of a 
bank handling the estate.” 


6. “My chief asset is my business. 
What does a bank know about running 
my business?” 


7. “All my property is jointly owned; 
I have no estate problems.” 


To overcome erroneous ideas concern- 
ing the needs for trust services and 
the methods of operation, Mr. Donlon 
recommended more cooperation between 
officers and personnel of the banking 
and trust departments, and more com- 
petition among banks. “The competition 
of other banks and trust companies is 
healthy and wholly desirable,” the 


speaker said. “Respect it and do nothing 
to cause criticism as an unfair competi- 
tor. If a prospect tells you that he has 
appointed another trust company, praise 
his good judgment for selecting a corpo- 
rate fiduciary and give a boost to the 
competitor he names.” 


Investment Aids 


The corporate trustee can simplify 
his investment problems, both in selec- 
tion and supervision, by the application 
of time-tested, practical proceuures ex- 
plained in detail by William H. Shupert 
of Studley, Shupert & Co., investment 
counsel, Boston and Philadelphia. Re- 
liable factual data are available from 
several sources and therefore each se- 
curity can be characterized as to its 
basic factors and proper application to 
the needs of the individual account. 
Throughout his remarks, Mr. Shupert 
illustrated with specific securities his in- 
vestment approach which currently 
stresses top quality, although market 
conditions may at times offer unusual 
investment attractions in certain situa- 
tions of slightly less than prime grade. 


The new Government lettered bonds 
were recommended for study as an ex- 
cellent medium for smaller trust ac- 
counts. Municipal bonds with maturities 
limited to 1965, should be purchased 
in round lots for salability. Need for 
income may sometimes force use of 
longer maturities, or a combination of 
gover ments and mortgages, where 
available, said Mr. Shupert. In this con- 
nection, higher interest rates are in 
pro: ect, in his opinion, with a gradual 
creeping trend toward lower prices re- 
flecting higher yields. 


Present conditions dictate a well-bal- 
anced fund apportionment of approxi- 


PROMPT 


is the word for the handling of ancillary matters at — 
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mately 50% in fixed income media, 15% 
in preferreds, and 35% in common 
stocks. Mr. Shupert was not in favor 
of disturbing equities in an old account 
up to perhaps 45% but “we might start 
a new fund with only 20-25% in stocks.” 


Better supervision of accounts was 
discussed, with reference to sample se- 
curity listing sheets distributed to the 
audience by Mr. Shupert, who has long 
been a proponent of simplification in 
trust department administration by elim- 
ination of “odds and ends” security 
items. (One department turned up a 
record of 256 of 600 issues, each held 


by only one account.) With the coopera- 
tion of the trust investment committee, 
housecleaning can be done effectively 
and selections made from the approved 
list, with better supervision and conse- 
quent benefit to beneficiaries. 


Interest Rate Prospect” 


On the banking side of the program, 
a better bond market and lower interest 
rates were foreseen by Harold S. Cherry, 
first vice president of Lionel D. Edie 
and Co., Inc., of New York City, due 
primarily to an expected continuation in 
the personal savings rate through banks, 
pension funds, and life insurance pre- 


To Bankers 
in the other 47 states: 
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or estate matters in New Jersey, the experience 


of National Newark & Essex — New Jersey’s 
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miums, coupled with a slowing down 


in the rate of debt expansion as com, 
pared with the past seven years. When 
one considers the population growth of 
approximately 17 million in this period 
and their physical needs which hay, 
been supported by the productive effort; 
of a labor force only 6% larger whik 
consumers too old or too young to work 
have risen by 22%, plus two years of 
Korean War, the market, though bp. 
draggled, has made a strong fight and 
is basically healthy, stated Mr. Cherry. 
Interest rates tend to rise as the econ. 
omy expands faster than the mone 
supply and, conversely, a softening of 
rates in the coming year is anticipated 
along with a change in general business 
conditions. 





After citing five reasons supporting 
his theory that ile rise in corporate 
debt is about over for now, the speaker 
estimated a gain of $10-$11 billion in 
1952 savings in the various savings 
media, outside of private and municipal 
pension funds which have been “the 
most important single sustaining factor 
in the long bond market.” Because he 
believes a turn in the bond market is 
due, Mr. Cherry e~pressed concern for 
the earnings picture of the banking sys. 
tem with its predominantly short port 
folios. 


As corporate industrial requirements 
decline, industrial bonds will be in 
shorter supply and are ranked first in 
attraction by Mr. Cherry, subject to in- 
dividual institutional demands and re- 
strictions; governments rank second; 
and public utility obligations are in 
third place because continuing plant ex- 
pansion will assure new issue volume. A 
tremendous flood of municipal obligs- 
tions to provide public needs for our 
growing population should double the | 
outstanding total to $60 billion by 1960 
and Mr. Cherry believes that the long 
term (35-40 years) maturities will be 
forced by competition to carry yields 
comparable to corporate bonds. As e& 
tate taxes reduce large private fortunes, 
tax-frees will have to depend upon insti 
tutional buyers in the main and these 
buyers will demand yields comparable 
to other investment media. 

A A A 


Trust Women 


There are 31 women trust officers, 135 [ 
assistant trust officers and a large but 
unknown number of trustwomen wh 
work under other titles in trust institu | 
tions of the United States, according t0 | 
a survey conducted by the Association 5 


of Bank Women. 
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MANAGEMENT FOR ESTATE-OWNED BUSINESS 


CASE STUDIES PROPOSED AS GUIDANCE TOOL 


JOSEPH B. POPE 


Management Consultant, White Plains, New York 


HE STOCK-IN-TRADE of a corporate 

fiduciary is its techniques of opera- 
tion, particularly when it enters the in- 
dustrial arena with a close corporation. 
Too long has the corporate fiduciary 
been a passive profession. Its dynamic 
community responsibilities require it to 
utilize every known skill to engineer the 
continuity of successfully operated busi- 
nesses by intelligent and comprehensive 
estate planning, drafted by thoroughly 
experienced and highly skilled counsel. 


A very substantial percentage of the 
deposits in banks is composed of the 
cash assets of close corporations, part- 
nerships, proprietorships, and the sav- 
ings of their employees. Unless trust in- 
stitutions assume a leadership that will 
protect these successful enterprises en- 
titled to that protection, I am fearful 
the lack of it will provide another ex- 
cuse for some type of government inter- 
vention or regulation as yet unknown. 


Advertising, direct mail literature 
and financial forums are excellent pro- 
motional media. But only professional 
solicitation, especially where business in- 
terests are concerned, will convert the 
prospective testator and procure the vol- 
ume business. The owner-manager is 
accustomed to being treated as a person 
of importance. Recognition of this im- 
portance to his family, his employees, 
and to his community invariably touches 
a responsive chord. The trust solicitor, 
with qualifications peculiar for this type 
of promotion, should be carefully train- 
ed to conduct the conferences with a 
high degree of reserve and professional 
skill entirely devoid of pressure. 


Basic Consideration 


The first basic consideration in the 
solicitation of trust business is to deter- 
mine whether estates containing going 
businesses will be accepted. The second 
basic consideration, assuming an affirm- 
ative decision, is the availability of a 
staff equipped with industral and com- 





Extracts from address before 24th Annual Trust 
and Banking Conference, New Jersey Bankers As- 
sociation, Nov. 20, 1952. Copyright 1952 by Joseph 
B. Pope. 
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mercial management experience, compe- 
tent to screen prospective estate-owned 
businesses prior to acceptance of the 
appointment, and to function construc- 
tively after the founder-owner has join- 
ed the great majority. 


If your western associates are willing 
to stake soil, weather, pestilence and 
crop failure against the risk of surcharge 
penalties in the supervision of farm 
management, it would seem logical that 
trust institutions in eastern industrial 
areas should similarly meet their com- 
munity responsibilities by having avail- 
able, though not necessarily a part of 
their organization, general and specific 
management skills. Industrial Manage- 
ment is just as much a profession as 
farming, law, medicine, teaching, or any 
of the other vocations, and like them 
requires continual research and devel- 
opment to insure progress. 


Community Consultants 


To Worcester, Massachusetts, is cred- 
ited the first community-wide manage- 
ment consulting program, inaugurated 
in 1945. Harry R. McIntosh, Vice Presi- 
dent and Treasurer of the Worcester 
County Trust Company, is Chairman of 
the Industrial Development Committee. 
Here is his own description and evalua- 
tion of the Consulting Services written 
on October 20, 1952, to me: 


“We here in Worcester feel that the 
Management Consultant Services of 
the Worcester Chamber of Commerce 
have been eminently successful. Dur- 
ing the calendar year 1951 the Con- 
sultants rendered over 7,000 services 
to Worcester industries... 


“In a survey conducted in July, 
1952, it indicated 237 new industries 
had commenced operation since Decem- 
ber, 1945. These businesses provide 
employment for 5,767 people with an 
annual payroll of over $20,000,000. 


“In addition, from 1946 to 1951 
Worcester has experienced only one- 
third of the loss of industries, that is, 
firms going out of business, that the 
nation on the average has suffered. 
During the same period there were 
twice as many businesses started in 
Worcester as against the national 


average. 





“In my opinion the Consultant Ser- 
vices have created a healthy indus- 
trial climate, attracted new industries 
and allowed existing industries to 
fully realize their potential ... Few 
of us realize the importance of get- 
ting these small family corporations 
in shape so that when they enter the 
estate status they can be more man- 
ageable... 


“Certainly we would recommend 
that such a plan could be used effec- 
tively in other industrial communities 
of sufficient size to warrant the em- 
ployment of full-time Consultants.” 


Functional Organization 


Once you have made the decision to 
accept appointments containing business 
interests, or perhaps to go a step further 
and to solicit that type of administra- 
tion, it should be remembered that no 
venture is apt to become wholly self- 
supporting in its early development. 
Promotional losses should not be dis- 
appointments. The long-range profit 
maturities in estate and trust admini- 
stration emphasize the need for sound 
planning for fees and other operating 
contingencies. The family business op- 
eration in the trust institution should be 
set apart as a distinct section from other 
trust functions to permit progress deter- 
mination at any time. Adequate budgets 
for proper training and development of 
the organization should be reviewed 
periodically, depending upon the fre- 
quency of maturing responsibilities. Op- 
erating losses in nearby years should be 
construed as capital investment for the 
development of sound policies and pro- 
cedures, supported by operating person- 
nel trained in the techniques of trust 
merchandizing, estate planning and the 
administration of this developing phase 
of fiduciary activity—the supervision of 
the management of estate-owned busi- 
nesses. 


In pursuit of such a program, it 
would seem that the functional organiza- 
tion of the corporate fiduciary should 
be divided into three sections: 

1. Promotion—or selling. 

2. Estate Planning. 

3. Administrations—or operations. 
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Promotion would serve as the “bird- 
dog” function and would be trained in 
the principles and policies established 
by Estate Planning and Administrations. 
It would serve as an introduction to es- 
tate planning. The best leads and pros- 
pects are usually in the Commercial Di- 
vision accounts. 


The Estate Planning Section would 
serve as the “credit department” of the 
entire Trust Division. Undesirable risks 
would be screened out and all precau- 
tions taken to safeguard the corporate 
fiduciary, yet at the same time accom- 
plishing the will of the testator. This sec- 


tion should work in close cooperation 
with the estate planning team, which 
consists of the lawyer, certified public 
accountant, life insurance underwriter, 
trustman, investment specialist, and the 
industrial engineer or management con- 
sultant as the business interest may ap- 
pear.” 


The Administrations Section would 
have equal status and co-operate closely 
with the Estate Planning Section. It 
would function as counsel for Estate 
Planning in all matters involving pros- 
pective estates with going businesses. 





*See Shattuck, Feb. 1952, TRUSTS AND ESTATES. 





Center of today’s largest industrial development in the East. 


Today—as for more than 100 years—indi- 


viduals and institutions look to our Bank for 


guidance in the management of trusts and estates. 


We are now administering trust assets with a 


market value of more than a billion dollars. 


GIRARD TRUST 


Corn ExcHANGE Bank 
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The “continuous observatory interey” | 
is a function of the Administrations Se. } 
tion, should commence with the execy. 
tion of the instruments and contin 
until its responsihilities mature to super. 
vise and/or actually operate. Exper) 
ence and personnel would determin, 
whether this Section should administe, 
the entire estate or specialize only with 
the supervision of the businesses. 














Protective Measures 






In expiessing my appreciation to the 
Senior Vice President of the Trust Jj. 
vision of a very large financial instity. 
tion for his critique of my presentation 
to the New England Trust Conference 
last December,j I suggested considera. 
tion that: 











“Some operations should warrant an 
investigation at the time the instrp. 
ment is drawn, if for no other reason 
than to check on the suitabiliy of the 
estate plan adopted for your admin. 
istration. 

































“The instrument should provide for 
a representative of the trust institu. 
tion to take his place on the board of 
directors of the trusteed company at 
an agreed compensation to the trust 
institution as soon as the agreement 
is consummated. This should provide 
for that ‘continuous observatory in. 
interest, upon which you should base 
your acceptance of qualification re. 
sponsibilities when the inevitable oc. 
curs.’ 


“Furthermore, a stipulation should 
be placed in the instrument to provide 
for the withdrawal of the trustee at 
any time prior to qualification if cir. 
cumstances occur that are at variance 
with the policies of the trustee, or 
recommended changes in management 
are not observed... 


“T find support for these suggestions 
in the operating techniques of one of 
the better known trust institutions on 
the eastern seaboard which makes a 
specialty of estate-owned businesses.” 
Another protective measure is for the 

trust institution to have the board of 
directors of the testator or trusteed com: 
pany pass an approving resolution with 
regard to that part of the instrument 
which has to do with the company, and 
attach a certified copy of that resolution 
to the fiduciary’s copy of the instrument. 
In response to a later critique from 
the head of another Trust Division the 
following observations were made: 

“Some of the considerations that de- 
termine the continuance of the estate- 
owned businesses as an asset of the 
estate beyond the interim period fol- 
lowing the passing of the founder- 


owner, assuming appropriate author- 
ity, are: 


“Where there is a continuity of com- 
petent management which provides 













+See Jan. 1952 TRUSTS AND ESTATES. 
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adequate organization-of and planning 
for the enterprise by proper controls, 
budgets and other human devices to 
guide sound judgment. 


“Where the product is likely to be 
in continuing demand, particularly if 
a branded item, and technological risks 
are remote in the foreseeable future. 


“Where the needs of the beneficiar- 
jes would not be met by legal invest- 
ments, and continuity of competent 
management gives reasonable insur- 
ance of sustained earnings. Continual 
vigilance is essential to support top 
management with those within the or- 
ganization who are prepared to as- 
sume greater responsibilities when the 
demand occurs.” 

A fundamental coridition influencing 
the retention of a business interest in 
the estate assets is the proportionate 


share of the business to the estate. 


Cyclical or seasonal businesses should 
be studied with extreme care as to the 
wisdom of their retention in the estate, 
particularly where it is necessary to 
finance accumulation of inventories to 
be disposed of during a few months of 
the year. The personai service type of 
business or corner drug store operation 
which is entirely dependent upon the 
talents and skills of the founder-owner 
should be immediately sold or liqui- 


dated.* 
Powers and Protection 


If the owner of a business expects a 
corporate fiduciary to assume the super- 
vision of the management of his busi- 
ness for the benefit of his heirs, and 
incidentally to fulfill his obligations to 
his community by providing continuous 
work for his employees, the corporate 
fiduciary should be given the broadest 
possible powers with complete relief 
from operating liability. The fiduciary 
steps into the owner’s shoes. The owner 
is not subject to the agonies of sur- 
charge nightmares resulting from an 
overdose of prophetic judgment. If the 
fiduciary is to be responsible for the 
business, he is entitled to and should 
have the same protection as the owner. 
Moreover, the fiduciary should receive 
as compensation for these supervisory 
managerial functions a percentage in 
decreasing ascendency of the profits be- 
fore taxes for this type of service as did 
the manager-tesiator. The percentage 
should vary with the amount of manage- 
ment supervision exercised, and should 
provide for a minimum fee when bad 
Operating years wipe out profits. The 





*An excellent paper entitled “How A _ Risk 
Capital Investor Tests Financial Management,” by 
Robert F. Bryan, partner of J. H. Whitney and 
Company, appeared in the May 1952 Journal of 
Accountancy. The article should be read by all 
trust executives. 
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phrase “profits before taxes” should be 
clearly defined. 


The trust institution should probe 
deep into the heart of the business to 
satisfy itself that the business is one 
whose management’s supervision, or 
even actual limited operation until man- 
agement is located, it can undertake ap- 
propriately and with reasonable assur- 
ance of success. The trust executive 
should determine the attitudes, relation- 
ships, policies, determination and _ re- 
sourcefulness of the management, 
framed by the historical background of 
financial accomplishments and materiel 
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A Trust Officer writes: 





components. A careful analysis of the 
competency of the first and second-team 
managements should be made objective- 
ly. 

The trust official who is to have pri- 
mary operating responsibility for the 
“continuous observatory interest” should 
personally conduct the study of these 
intangibles on the ground, and not from 
the confines of his desk. If the compe- 
tency and time necessary for this in- 
vestigation do not exist in your institu- 
tion, wide use should be made of con- 
sulting organizations skilled in these in- 
tangible evaluations. Care should be 


“We are quite pleased 
with the fact that 
when we offered our booklet 
to a list of 500 prospects. 
165 requested it.” 


gage trust advertising is effective because it is based 
on more than 40 years’ experience . 

it is written by someone who knows how to interest, 
inform and convince people through letters, folders, 


. . and because 


Without obligation write for 
information about Purse service. We 
can show you why your investment 
in it should prove very profitable for 
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exercised to select agencies which have 
an understanding of the needs and re- 
sponsibilities of the corporate fiduciary, 
magnified by the direction and support- 
ing powers in the instrument. These are 
quite different from the investigations 
required for the purchase of, investment 
in, or extension of credit to an enter- 
prise. 


The trustee should know policies and 
methods of operation; by actual contact 
and association, become acquainted with 
the processes of manufacture; sources 
of raw material; the labor market; if 
unionized, the relationships with the 
union leaders; and the employee-em- 
ployer relationships. Does the owner op- 
erate a team or a tyranny? 


Broad Principles 


In the evaluation of a going business, 
the financial statements, statistics and 
economics of the business are funda- 
mental, yet they are only the products 
of the persons who are responsible for 
the management of the business. It is 
the “sum of the decisions” which de- 
termine whether that “management” is 
excellent, good, bad or indifferent. If 
the trust officer feels that his respon- 
sibility extends no further than a his- 
torical study of the business, the prod- 
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Member Federal Deposit Insurance Corporation 





920 


uct and the industry, then the job is 
for the accountant and statiscian to 
high-light the facts in about a two-hour 
conference at his desk. However, the 
various Statement of Principles of Trust 
Institutions, adopted by the A.B.A. Trust 
Division over the years, define the func- 
tions, responsibilities and relationships 
of the trust executive in much broader 
terms. 


From the President of a successful 
close corporation, who is a director of 
a trust institution, come the following 
pungent observations relative to the 
activities of the trust officer when he 
inherits an estate-owned business. 


“During the year or two required 
for the weighty procedures of filing 
the necessary data with the various 
Federal and State Inheritance Tax 
Agencies, the trust officer is besieged 
with a confusing set of reports from 
the paid executives and department 
heads of the business which has lost 
its owner and usually its founder, by 
death. Naturally, these conflicting re- 
ports are selfishly colored to protect 
and perpetuate the best interest of the 
individual junior executive or depart- 
ment head... 


“Trust departments generally, 
should establish the policy of seeking 
outside advice in respect to the estate- 
owned business, immediately after 
death occurs and never later than 
thirty days. The analysis should be 
made by a substantial individual oper- 
ating a similar business in the same 
or an adjacent community ... He 
could also determine the type of ex- 
perienced personality who might be 
retained to take the place of the boss, 
during that period when the trust of- 
ficer is preoccupied with the laws and 


taxes and, as a consequence, neglects 

the practical side of his responsibility 

which, after all, is that which devel. 
ops the income.” 

Is it fair to the estate-owned business 
to have a competitor eagle-eye the opera- 
tion, notwithstanding his skills and in. 
tegrity? It would seem that an inde. 
pendent consulting agency, skilled jn 
this type of analysis, would obviate any 
danger of unintentional bias. 


As to the timing of the survey and 
regardless of the administrative pres. 
sures, the longer the initial visit is post. 
poned, the more difficult it will be for 
you to earn your position with the per- 
sonnel. The initial visit even prior to the 
funeral should not be considered dis. 
respectful. To the contrary, you would 
be honoring the founder in your prompt 
response to his needs. 


Trust Executive Development 


Resistance to change is an inherent 
quality of humans. The higher up the 
scale of authority, the greater the opposi- 
tion. Progress is made only by minority 
groups changing attitudes and customs 
that govern living and commerce. The 
laws and the courts have been reticent 
to recognize the developing economic 
need and community responsibilities in 
the care and feeding of the estate-owned 
business. The psychology of the fiduci- 
ary is bound by these precepts in the 
exercise of his judgment in the super- 
vision of this type of security. 


The library of the American Bankers 
Association, the files of TRusTs AND 
Estates, the Trust Bulletin, and other 
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We also welcome the opportunity to work with out-of-state 
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related source material disclosed noth- 
ing during my search for managerial 
guidance of the estate-owned business. 
Because of the corporate fiduciary’s 
isolated experience in the supervision of 
industrial management, a project should 
be underwritten that would: 

1. Better prepare the corporate fi- 


duciary to deal with the estate-owned 
business situation. 


2. Protect the uninitiated institu- 
tion against the possibilities of in- 
volvement at the price of experience. 


3. Engender a higher degree of 
public confidence in the administration 
of this type of estate and trust asset. 


4. Serve as an instrument of in- 
struction for the American Institute 
of Banking and the Graduate School 
of Banking. 


5. Be a constructive reference for 
the operating trust executive. 


6. Lead to the possible creation of 
an agency to expedite the interchange 
of useful counsel and information 
about a subject on which no published 
material is known to exist. 

The answer to the absence of material 
on this subject would seem to be hidden 
in a collection of case studies of success- 
fully supervised or operated estate-own- 
ed businesses from the files of corporate 
fiduciaries with the information approp- 
riately disguised and _cross-indexed. 
These case histories also might include 
examples of businesses sold or liquidated 
to demonstrate those circumstances 
which require this treatment. 


Fourteen points are suggested: 


1. Current family tree involved 
and historical background of the busi- 
ness. 


CHARTERED BY 


2. Financial development of the 
business with a five-year spread of 
balance sheets and operating state- 
ments immediately prior to the owner’s 
death, and five years following; or the 
last five years, whichever would best 
serve the purpose of this research. 


3. State of domicile of testamen- 
tary action unless such disclosure 
would reveal identity, even though all 
other facts were completely disguised. 
This would pertain only to very large 
businesses. 


4. Size of business as to sales, net 
worth, earnings, and number of em- 
ployees, including all supervisory and 
executive personnel, as of the date of 
research. 


5. Extent of holdings of decedent 
in the business; relationships of other 
holdings to decedent and extent of 
those ownerships. 


6. The product, its market, raw 
materials used and methods of distri- 
bution. 


7. Whether corporation, partner- 
ship or proprietorship. 


8. An evaluation of management, 
both before and after passing of de- 
cedent, such as customer, employee, 
community, bank and trade relation- 
ships; its position in the industry and 
community; age, education and experi- 
ence of key personnel with positions 
held, salaries paid, and how person- 
nel was trained. 


9. Extent of influence of nepotism 
in the business with discussion of any 
emotional influences affecting opera- 
tions. 


10. To what extent did fiduciary 
participate in supervision or actual 
management, either directly, such as 
representation on the board of direc- 
tors, or indirectly by reports. 


11. Did corporate fiduciary exer- 
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cise any observatory interest in the 
operation following execution of will 
or trust agreement? 


12. Extent of liquidity of estate to 
pay inheritance taxes, or was money 
raised by some other means. 


13. An analysis of the will and/or 
trust agreement with supplementary 
legal steps affecting the operation of 
the business. 


14. A covering statement by the 
corporate fiduciary as to the number 
of estates administered each year 
since 1940 containing the family-own- 
ed business or close corporation; the 
organization and training of person- 
nel to administer this type of estate; 
if trained personnel not available in 
organization, what outside skills were 
used to supervise the operation, to 
sell or liquidate it. 

The case studies should be developed 
on a multiple-state scale to provide a 
cross-section of experience over the en- 
tire country and to cover a wide divers- 
ity of types of businesses and industries, 
plus the various natural resources. Only 
cases with controlling interest owner- 
ship, or a substantial minority, should 
be included. It is believed all situations 
should generally be excluded where 
death occurred prior to 1940. 


The usefulness of the research for 
objective purposes would be materially 
increased if an evaluation of the fiduci- 
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@ The prudent administration 
of an estate requires a re- 
liable inventory and valua- 
tion of the assets. 


American Appraisal Service 
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ary’s contribution to the success of the 
operation could be obtained from the 
management of the business in a per- 
sonal interview by the researcher. 


The vast wealth of information on this 
subject should be excavated from be- 
neath the “blood, sweat and tears” of 
the corporate fiduciaries which have 
successfully blazed the trail, and should 
be made available for executive develop- 
ment of the entire profession. 


The primary aim of the estate-owned 
business case study project would be to 
provide a perspective on organization 
and operating policies which would 
combine basic truths with practical re- 
alities. The wisdom of those who have 
successfully accomplished objectives is 
available for the asking. Two of the 
largest corporate fiduciaries in the coun- 
try have expressed keen interest in the 
project and their willingness to supply 
the needed case materia! from their files. 


FIDUCIARY 


FOR 





The American Bankers Association 
Trust Division through its research arm 
should assume the leadership in recog- 
nizing the merits of the proposed study. 
The A.B.A. offers its counsel in other 
fields. Why not the estate-owned busi- 
ness field? 


The warm response to this research 
in many sections of the fiduciary fra- 
ternity is indicative of an awareness 
that vital managerial relationships are 
increasingly recognized as the heart of 
the estate-owned business. The manage- 
ment-minded trust officer is always plan- 
ning ahead in an effort to better what 
has been done when it is next attempted. 


~ As long as that stimulating attitude and 


foresightedness is present in the super- 
vision or operation of a business, the 
frontiers of industrial and community 
relations will be pushed ahead—and to 
that extent achieve a better understand- 
ing among men—not by Government, 
but by Excellent Management. 
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Economic Outlook 
(Continued from page 898) 


(1) Virtually all major segments of 
the economy have been active at 
the same time for an extended 
period. 


(2) The general level of commodity 
prices remains close to the high. 
est level in our history. 


There are signs that most civilian de. 
ferred demands have been largely filled, 
For more than a year individuals have 
been spending a smaller than normal 
proportion of income, and there has 
been reduced activity in consumer in. 
dustries, accompanied by inventory cur. 
tailment and levelling off in commodity 
prices. Residential construction, though 
still very active, shows signs of catching 
up with requirements in many areas, 
Business expenditures for plant and 
equipment are at a new all-time record 
but are expected to taper off, as the ex. 
pansion program is well past the half. 
way mark. Government defense expendi- 
tures will expand somewhat further over 
the next twelve months. but their rela. 
tive importance will probably diminish 
because they are not likely to. require 
the construction of new facilities in any- 
thing like the degree of the past two 
years. In short we appear to be nearing 
the point at which some entirely new 
major stimulus will be required to main- 
tain industrial activity at the high level 
of recent years. 


For the past seven years there has 
been credit inflation, but it has been 
almost wholly financed by individuals, 
institutional investors and commercial 
banks. This is not a dangerous type, 
and it has been characteristic of the 
late boom stage of practically every past 
normal business cycle. 


Another inflationary element is the 
constant pressure of rising wage rates. 
To the extent that wage rates can be 
mainta‘ned or forced higher in a period 
of declining business, wages are more 
likely to cut into business profits than 
to cause a further rise in commodity 
prices. 


The above factors suggest that over 
the next twelve months business condi- 
tions may gradually enter a new phase, 
characterized by less urgent demand in 
many sectors of the civilian economy) 
and by increasing downward pressufe 
on the commodity price structure. Such 
a change would inevitably call for some 
modifications in investment policy. 
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WHAT IS INDIRECT PAYMENT OF PREMIUMS? 


ROCEEDS OF LIFE INSURANCE payable 
P: persons other than the decedent’s 
estate, are subject to Federal estate tax 
if either of two tests applies. One is the 
possession by the insured, at the time of 
his death, of any of the incidents of 
ownership in the policy. The other is 
the payment by the decedent, during his 
life, of premiums on the policy, either 
directly or indirectly.’ 


In discussing the payment of premium 
test, the Committee Reports on the 1942 
Revenue Act state that “This provision 
is intended to prevent avoidance of the 
estate tax and should be construed in 
accordance with this objective.”* The 
Committee Reports give four examples 
of indirect payment of premiums: 


1. The decedent transfers funds to 
his wife so that she may purchase in- 
surance on his life, and she purchases 
such’ insurance. The proceeds are tax- 
able even though the payments are not 
directly traceable to the precise funds 
transferred by the decedent. 


2. The premiums are paid by a corpo- 
ration which is the alter ego of the de- 
cedent. 


3. The premiums are paid out of a 
trust, the income from which is taxable 
to the decedent. 


4, The premiums are paid by an em- 
ployer as compensation for services. 


The Regulations* repeat the illustra- 
tions and add these words of clarity: 
“the phrase ‘paid indirectly by the dece- 
dent’ is intended to be broad in scope.” 


Payment from Joint Account 


The Tax Court has construed the ap- 
plicability of the test to the husband 
and wife situation. The first of these 
was the Estate of Saunders,* acquiesced 
in by the Commissioner. The wife ap- 
plied for insurance on her husband’s 
life and possessed all of the incidents 





IRC 811(g) amended by the Revenue Act of 
1942. 811(g) excludes from the “payment of pre- 
miums’’ test, life insurance transferred by the 
decedent other than by gift. It also sets up a spec- 
ial allocation formula to cover transfers for some 
but less than full consideration. 


*House Ways and Means Committee Report, 
1942-2 Cum. Bull. 490; Senate Finance Committee 
Report, 1942-2 Cum. Bull. 676. 


*Regs. 105, Sec. $1.27. 
‘l4 T.C. No. 65, Acq. 1950-15-13390. 
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This article continues the series of an- 
swers, begun in the January issue, to 
questions submitted to the Panel on 
Fiduciary Taxes, sponsored last year by 
Title Insurance & Trust Co. of Los An- 
geles. The material has been brought up 
to date. But see Ford case at page 949. 





of ownership. During most of the years 
of their marriage, the premiums were 
paid out of a joint account which con- 
tained the wife’s small pre-marriage 
savings and the bulk of the husband’s 
earnings during marriage. The wife 
made one additional deposit during mar- 
riage from clearly her separate funds. 
The Court concluded that as to premi- 
ums paid out of this joint account, the 
husband had paid them all indirectly be- 
cause at all times when the wife paid 
premiums out of the account, there were 
sufficient funds in it not directly trace- 
able to the wife’s deposits to cover the 
premiums. 


However, in the same case. the hus- 
band had been accumulating funds in 
a separate savings account. A few years 
before he died he gave to his wife a 
withdrawal slip on this account amount- 
ing to $2,500 in order that she could 
buy a long desired fur coat. The wife, 
however, put the withdrawal slip in the 
safety deposit box for two years. In 
1945, the wife deposited the $2,500 in 
the joint account and three days later 
closed the joint account and redeposited 
its balance in another account held with 
her daughter. Additional premiums were 
paid out of this account. Two months 
later, the husband died. The Tax Court 
held that to the extent that these premi- 
ums, by. reason of the various balances, 
had to come from the $2,500 fur coat 
money, they were not paid indirectly by 


the husband. 


From the Saunders case, it would 
seem clear that as far as the Tax Court 
is concerned, if premiums are paid out 
of a joint account with the insured, 
there will be found an indirect payment 
of premiums unless it can be definitely 
established on the basis of the various 
balances in the account, that the in- 
sured’s funds could not have been used 
for the premiums.° The second conclu- 
sion is that premiums may be paid out 
of funds given by the insured where 


there is no agreement, understanding, 
or intent that such funds be used to pay 
life insurance premiums. 


Income from Donated Property 


In Estate of Showers,® the decedent 
assigned certain insurance on his life to 
his wife and named her beneficiary. Six 
years later and ten days after the effec- 
tive date of the 1942 Revenue Act, he 
made a gift, for which gift tax returns 
were filed, of his community property 
interest in certain oil leases. The income 
was put in a separate bank account set 
up for the wife over which the husband 
had the right to draw checks. In a four- 
year period following the gift, the in- 
come from the oil leases was a little 
over $50,000, out of which was paid 
some $11,000 in lease expenses. Out of 
the remainder, some $8.600 was used 
to pay premiums on the insurance as- 
signed to the wife, $6,750 was used to 
make gifts to the children, and about 
$17,000 was invested in securities. The 
husband wrote all of the checks and 
there was no evidence that the wife 
exercised any control over the gift prop- 
erty. The Court quoted from the Com- 
mittee Reports to the effect that the 
1942 indirect payment of premium 
amendment was intended to prevent 
avoidance of the estate tax and held 
that the decedent had indirectly paid 


all of the premiums. 


This case adds weight to the rule of 
intent derived from the Saunders case. 
It also eliminates any question of a dis- 
tinction per se between payment of pre- 
miums out of the gift property itself 
and payment out of income from such 
property. The few cases under the pre- 
1942 law are generally in accord with 
the Saunders and Showers cases." 


Alter Ego Corporation 


The second type of indirect payment 
of premium situation that is troublesome 
arises out of the “alter ego corporation.” 


>See Dorothy B. Rule, 63 F. Supp, 351, (Ct. Cls., 
1945) for an interesting payment of premiums case 
involving community and separate funds com. 
mingled in a joint tenancy bank account. 


614 T.C. No. 111. 


7Estate of John E. Cain, Sr., 43 B.T.A. 1133 
(1941), Acq. 1941-1 Cum. Bull. 2; Estate of 
Charles R. Dundore, B.T.A. Memo Op. Dkt, 
#103899 (1942). 
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The Committee Reports and Regulations 
would make premium payments by such 
a corporation the indirect payment of 
premiums by the insured-stockholder. 
The few cases that are available make 
it clear that the face value of insurance 
owned by the corporation on the life of 
a stockholder must be considered in val- 
uing the stock in his estate.* Those cases 
also recognize that there may be a re- 
duction in such value if the decedent is 
also a key-man and the corporation 
suffers by reason of his loss.® 


8Kennedy, 4 B.T.A. 330 (1926) Acq. VI-1 Cum. 
Bull. 3; Blair, 4 B.T.A. 959 (1926), N. Acq. VT-i 
Cum. Bull. 7. 





Under such a formula, a true value 
for estate tax purposes should be 
reached and it would be manifestly un- 
fair to add to the gross estate the in- 
surance already taken into considera- 
tion, under a theory of indirect payment 
of premium by an alter ego corporation. 
In all probability, the indirect payment 
of premium test will only be applied in 
an alter ego situation where the Com- 
missioner needs help in refuting the 
argument of the taxpayer that the loss 
of the key-man overcomes the increase 
in value of the stock. 

*Newell v. Comm., 66 F. (2d) 102 (CCA-7, 


1933); Sherer, B.T.A. Memo Op. Dkt. #94366 
(1940). 


NEW DEVELOPMENTS IN FORUMS 


NIQUE AMONG THE MATERIALS of fi- 
U nance forums is the original strip 
film in color entitled “Trust Department 
of a Corporate Trustee” used by Hadley 
Falls Trust Co., Holyoke, Mass. Pres- 
entation of the film followed the ad- 
dress of Paul B. Sargent, Boston at- 
torney and authority on estate planning, 
at a recent one-session forum for men 
and women. It was created in the Had- 
ley Falls Trust Co. and is believed to 
be the only one of its kind, portraying 
with voice accompaniment the com- 
plexities of estate settlement, the ser- 
vices rendered by a corporate trustee. 
and the role of the attorney. Attendance 
was over 250. 


Tremendous interest in the questions 
and answers following the meeting on 
Wills, Trusts and Estates at Birmingham 
Trust National Bank’s four-session Fi- 
nance Forum for Women in Birming- 
ham, Ala., prompted the bank to print 
and mail to attendees twelve questions 
and the answers given by a panel con- 
sisting of an attorney, a life underwriter, 
and an accountant. The twelve questions 
and answers selected for mailing dealt 
with: periodic reviewing of wills; best 
methods of saving for a child’s college 
education; advantages of placing a mini- 
mum sized estate in trust, and methods 
of arranging fixed income payments to 
beneficiary; use of a bank trust for a 
large estate; whether real estate can be 
left in trust; whether a will should be 
notarized (not required in Ala.) and 
witnessed (two witnesses in Ala.) ; 
charges for administering a trust; estate 
and gift taxes; executor’s fees; minimum 
size of estate a trust company will 
handle; joint ownership. The last sub- 
ject received the longest answer, and 
the bank stated that so many questions 
on joint ownership arose that “we urge 
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each of you to discuss the question of 
joint tenancy with your own attorney 
and in the light of your own circum- 
stances.” In addition to the circular on 
estate questions, the bank sent each of 
the 850 women a letter of appreciation 
for their attendance and a questionnaire 
regarding subjects for future forums, 
and whether they would like an appoint- 
ment “with one of our Trust Officers to 
discuss, without obligation, your estate 
plans?” 


“Dolls and Dollars” was the title of 
the forum, given in Darien on three 
October Wednesday mornings, and pre- 
sented as a three-act play by the Stam- 
ford Trust Co., Stamford, Conn. The en- 
tire cast, with the exception of the “star” 
of the first act, were officers of the 
Trust Company, and the subject matter. 













was treated in complete seriousness, 
Special “Gay Nineties” playbills were 
printed on antique paper; tickets, made 
to appear like typical theater tickets, 
were distributed in authentic-looking 
box office envelopes; subjects were de. 
scribed in keeping with the theme. Ip. 
vestments became “Do’s and _ Dont’s 
For Your Dollars.” Estate Planning was 
billed as “You Can’t Take It With Yoy,” 
The highlights of general banking, in 
addition to information concerning 0. 
cial security and household insurance. 
was referred to as “Mrs. Blank Meets 
the Bank.” Since a large percentage of 
the women came from other sections of 
the country, Act III was particularly 
devoted to the interests of out-of-state 
residents moving to Connecticut. 


A display of books on related sub. 
jects was maintained at the autumn fi. 
nance forum for women of the Howard 
Savings Institution, Newark, N. J. A 
librarian from the public library was 
on hand each evening and loaned books 
to the women directly from the display 
stand. More than 400 women, mostly 
homemakers representing a modest in. 
come group, attended the meetings 
which were written up in 75 separate 
stories in 10 or more newspapers. 


Six hundred physicians, surgeons and 
their wives attended a dinner meeting as 
guests of City National Bank & Trust 
Co., Kansas City, Mo., on November 12. 
Following the dinner, Joseph Tracht. 
man, attorney and New York legal edi- 
tor of TRusts aND EsTaTEs, spoke on 
financial planning, estates and taxes, and 
answered questions from the guests. 
Pointing out that physicians as a pro- 
fession have not been considered skill- 
ful in making investments, the speaker 
discussed the advantages of trusts, ar- 
rangements under wills, and other bank 
services in this field. 


As an outgrowth of last spring's 
women’s forum at St. Joseph Bank & 
Trust Co., South Bend, Indiana, at which 
the ladies had expressed interest in 4 
continuing form of financial education, 
four monthly meetings were concluded 
in November, speakers being chosen 
from the bank’s officers and board of 
directors. Both men and women were it- 
vited and the attendance ran around 10. 


Additional autumn forums not previ 
ously reported in these columns include 
the four-meeting November program o 
Commercial National Bank, Shreveport. 
La., and the three-meeting women’ 
forum in October conducted by Hamil. 
ton National Bank, Chattanooga, Tenn. 
in which all of the speakers were women. 
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“Puzzle for Investors: which pieces 
are missing? which pieces don’t be- 
long?” This title is Rhode Island Hospi- 
tal Trust Co.’s opening of a discussion 
of its Personal Agency Service for in- 
vestment management. Above the title 
and text is a picture-puzzle of the 
traditional kind except that each piece 
carries an illustration symbolic of some 
business or industry. A man’s hand 
holds one piece in an effort to find its 
proper place. 

“Who will inherit your wife’s prop- 
erty?” asks a Houston Bank & Trust 
Co. ad, which partially answers by 
pointing out that without a will the 
surviving spouse does not automatically 
inherit, and that the combination of 
“separate” and “community” property 
makes the will doubly important. The 
attorney receives triple mention in the 
bank’s offer of assistance through its 
trust department. 


“And I thought he was my Friend” 
... With this comment, and a picture 
of a troubled man, Fort Wayne National 
Bank presents the reasons for not “nam- 
ing a friend” as executor in terms of 
how that friend thinks about it after 
he becomes executor. It might even 
cause the reader to wonder if any of his 
friends have named him as their execu- 
tor. With this double impact the alterna- 
tive of considering a corporate execu- 
tor would come with a lot of force. 


“To all women interested in learning 
more about Personal Financial Plan- 
ning” the pre-forum ad of First National 
Bank, Minneapolis, was addressed. First 
the date of the initial meeting was given. 
and the fact there is no charge. Four 
brief, succinct paragraphs about the 
previous and current forums followed, 
and then photographs of the speakers, 
each with his date and topic as well as 
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the position he holds. A telephone num- 
ber for reserving admission was _in- 


cluded. 


Widespread recognition of the attor- 
neys value and function in trust ad- 
vertising is gaining the attention of the 
legal profession with increasing favor. 
The September issue of Unauthorized 
Practice News by way of comment on 
“Beneficial Advertising of the Bar by 
Banks and Other Institutions” states: 


“Fort Worth National Bank has 
long been committed to the program 
of advertising the legal services of 
attorneys. These are always well il- 
lustrated and eye catching, .. . e.g. 
When You Will (and the Time is 
Now) See Your Attorney. (This con- 
tains the statement that thousands of 
men and women die each year without 
a will because they didn’t see their 
attorneys and that putting into writ- 
ing a plan for disposition of an estate 
accumulated through a lifetime is a 
responsibility to be delegated to an at- 
torney who is professionally trained 
and experienced in the preparation of 
wills.) 














First National Bank in Dallas has 
long cooperated with the Bar in its 


advertising . ..a recent folder from 
there on will preparation included the 
statement, ‘A carefully planned will, 
drawn by your attorney, will fulfill 
your responsibility to your family. 
Lack of a will may bring them finan- 
cial hardship. Your first step in pro- 
tecting them should be to plan careful- 
ly the future management of your 
estate, and have your attorney draw 
your will.’ 


Guaranty Trust Co., New York, has 
been running a series directed toward 
maintaining proper relations between 
corporate fiduciaries and the bar. One 
is entitled, ‘Do You Have a Home 
Made Will?’ and refers to a case where 
difficulties were encountered because 
a testatrix had attempted that most 
frequently disastrous of ultrahazard- 
ous acts, execution of a home-made 
will. 


Others were entitled, ‘Your Will 
— Was it signed in the manner re- 
quired by law?’ calling attention to a 
will that was denied probate and to 
a quotation from the Surrogate; 
‘Standing Orders for YOUR WILL’ 
referring to the custom of a prominent 
executive whose attorney had stand- 
ing orders for an annual review of 
the executive’s will; and ‘Your Will 
and Your Lawyer’ which mentions a 
will not drawn by a lawyer which 
failed of admission to probate because 
the execution was in violation of the 
statute. This ad quotes the surrogate.” 





Complete 
Trust Service... 


in Florida 


Your customers can depend on 
the same high quality of com- 
prehensive trust service here in 
Florida that they have the right 
to expect from any thoroughly 
experienced corporate fiduciary. 
We cooperate fully on ancil- 
lary matters. 


TRUST DEPARTMENT 
The 
First National Bank 

































ALABAMA 





Montgomery Joseph D. Jolly has returned to Mont- 
First NATIONAL gomery as trust officer. He had been 
BANK with First National 25 years before 

moving to Petersburg, Va., where he 
was vice president-trust officer of CITIZENS NATIONAL BANK. 























CALIFORNIA 
San Francisco Henry L. Buccello succeeds the re- > 
BANK OF AMERICA’ tired Lou Townsend as advertising THOMAS J. MOWBRAY JouN B. Jessup E. P. NEILAN 
N.T. & S.A. manager. Buccello rejoined the bank Wilmington Wilmington Wilmington 











a year ago after having been with a 





P. Mulhern. Crozier Flemming, former trust investment 
officer, named asst. vice president; Edward L. Maxwell and 





radio network firm. 










COLORADO Harlan Scott named asst. trust officers. 
Denver James R. Willis, who joined the bank ILLINOIS 
AMERICAN recently, was appointed asst. trust , com 
NATIONAL BANK officer. Chicago William M. Funck and Holly P. Bless. 
CONTINENTAL ILLI- ing advanced to vice president and 
CONNECTICUT NOIS NAT’L BANK second vice president, respectively, in 






the trust department. James F. Vanek, 







Hartford Benjamin P. Terry, in charge of the : ‘ . 
HARTFORD-CONNEC- security analysis section of the in- trust officer, retired after 32 years of service with the bank. 
TICUT TRUST Co. vestment division of the trust depart- INDIANA 






ment, has been named asst. vice pres. 
















Seymour Harry B. Fox assumes the duties of 

New Haven Charles G. Lewis retired as vice presi- JACKSON COUNTY _ vice president and trust officer relin- 
SECOND &ATIONAL dent in charge of investments; H. LoaN & Trust Co. quished by G. B. Bottorff, who is now 
BANK Wick Chambers, Jr., advanced to vice president succeeding Clarence 6. 

president; John T. Cottrill to trust Steinwedel, resigned. 

officer; and Charles E. Arnsten to asst. trust officer. Chambers, ’ 

a graduate of Taft School and Yale, became a member of South Bend John F. Nash elected director of pub- 

the bank’s staff in 1932. During his tour of duty at Head- First BANK & lic relations and advertising. He has 

quarters, Army Air Force in Washington, he became chief Trust Co. been with the bank six years. 

of the Foreign Statistics Branch, Office of Statistical Con- MISSISSIPPI 

peal oi riage ene of Cap ; = : Pu Spt president of Greenwood R. P. Parish, Jr., formerly vice presi- 
1 acing Meas tralian - uditors and Comp- BANK OF dent and trust officer, elected president 

trollers. GREENWOOD succeeding the late F. R. McGeoy, Jr. 
Cottrill, who is in the investment division of the trust de- 

partment, joined the bank in 1939. His service has been inter- MISSOURI 

rupted by two periods of military duty. He was awarded Kansas City H. J. Miller appointed trust officer. A 






the Bronze Star in Europe, and in 1950 was recalled to active City NATIONAL graduate of University of Kansas and 
duty in Germany, emerging in 1952 with the rank of Cap- BANK & TRUST CO. member of Kansas Bar, Mr. Miller 
tain. Cottrill is treasurer of the New Haven Heart Asso- was for 10 years internal revenue 
ciation. 












Arnsten, with Second National since 1950, is a graduate 
of the Gunnery School and of Yale. 






DELAWARE 













Wilmington The roster of officers of the newly 
EQUITABLE SECUR- merged bank (formerly EQUITABLE 

















ITY TRUST Co. Trust Co. and SEcurITy Trust Co.): 
honorary chairman: C. Douglass 
Buck; chairman: Thomas J. Mowbray; president: John WILLIAM M. FuNCK H. P. BLESSING H. L. MILLER 
B. Jessup; executive vice president: Edwin P. Neilan; Chicago Chicago Kansas City 









vice president and secretary: Richard L. Cooch; vice presi- 
dents: James H. Dawson, George M. MacLeod, and John 





agent, estate and gift tax division, Kansas City office of the 
6th District. He will be in charge of probate and tax divisions. 








NEw MEXxIco 





Santa Fe Alexander V. Wasson, formerly vice 
First NATIONAL president and trust officer, elected 
BANK president and a director. 











NEW YORK 





¢- New York Graham H. Brewer, pension and pel- 
it A an BANKERS sonal trust department, promoted to 
~yenmerseage TRusT Co. vice president; Chester C. Lloyd to 





H. L. BUCCELLO H. Wick CHAMBERS, JR. Joun T. CoTTRILL 
San Francisco New Haven New Haven 





_ trust officer. 
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New York 
Ciry BANK FARMERS secretary. 


Trust Co. 


New York Theodore Columbo is vice president in 
COLONIAL charge of the Wall Street office, and 
Trust Co. has not resigned as erroneously re- 
ported previously. atl 
New York Floyd D. Frost elected trust officer. A } a as 
First NATIONAL graduate of Harvard College and GRAHAM H. BREWER N. M. Hutincs CARROLL D. SIMMONS 
BANK Harvard Law School, Frost was en- New York Tulsa Houston 
gaged in private law practice until 
1946, when he became vice president in charge of the trust PENNSYLVANIA 
department of Lawyers Trust Co. On its merger with Bankers Lansdale Hermann D. Roschen, Jr., elected asst. 
Trust Co. in 1950, he became trust officer. First NATIONAL trust officer; G. A. Gerhart, asst. 
New York Frank M. Aukamp elected asst. vice BANK cashier. The latter joined the bank in 
New YORK president, corporate trust department; 1938 and has been serving as an of- 
Trust Co. Edwin D. Roll and George Schleich, ficer of the trust department for ten years. Mr. Roschen 
asst. vice presidents in personal trust. comes to the bank from SAFE Deposit & Trust Co. of 
Baltimore. 
OHIO 
Philadelphia Lincoln W. Hall, until now trust in- 
Youngstown Lloyd R. Townsend, trust counsel, pro- FIDELITY PHILA- vestment officer, promoted to asst. vice 
DOLLAR SAVINGS moted to senior trust counsel. DELPHIA TRUST Co. _ president. 
& Trust Co. 
TEXAS 
OKLAHOMA 
Houston Carroll D. Simmons elected vice presi- 
Muskogee K. L. Meyer, Jr., named asst. trust First NATIONAL dent and senior trust officer, effective 
First NATIONAL officer. BANK February 1. Since 1931 Simmons has 
BANK served as investment officer, comp- 
Tulsa Norman M. Hulings, vice president troller, vice president and vice chancellor for business and 


First NATIONAL 
BANK & TRUST Co. 


J. Edmund Bull appointed assistant 


and trust officer, named to take charge 
of the newly expanded public relations 
and customer relations department. 


Business Officers. 


The department will also include supervision of advertising 
and all other phases of civic activity. Mr. Hulings has directed 


the trust department of the bank for over 10 years, and will 
continue to serve on the trust committee. His trust duties will 
be assumed by M. M. Lawellin, trust officer. 


MERGERS and 
NEW TRUST POWERS GRANTED 


Kalamazoo, Mich.—Trust powers have 
been granted to AMERICAN NATIONAL 
BANK as of October 30th. 


Kearney & E. Newark, N. J.—FIRST 
NATIONAL BANK & TrusT Co., Kearny, 
took over the HARRISON-KEARNY TRUST 
Co. on September 30th. 


East Orange & Newark, N. J.—Na- 
TIONAL NEWARK & ESSEX BANKING Co. 
of Newark plans to acquire the SAVINGS 
INVESTMENT & TrusT Co. of East Orange 
after approval of stockholders. Directors 
of both institutions have agreed to the 
proposed plan, under which all employ- 
ees would be retained and.offices of Sav- 
ings Investment & Trust Co. maintained 
as branches, with Stephen P. Robinson, 
Jr., president of the East Orange bank, 
as vice president in charge. The consol- 
idation would give National Newark & 
Essex 12 branch offices in Essex County. 


Paterson, N. J. — First NATIONAL 
BANK & Trust Co. plans to acquire the 
assets of the NorTH JERSEY NATIONAL 
BANK of Pompton Lakes. 


Buffalo, Oswego & Syracuse, N. Y. — 
A newly formed bank, to be known as 
MARINE MipLaNp Trust Co. of CENTRAL 


DEceMBER 1952 


Winchester 





finance at the University of Texas. He was formerly presi- 
dent of the Central Association of College and University 


FARMERS & MER- 
CHANTS NAT’L BANK the City of Winchester. 



































VIRGINIA 


J. William Hollis appointed trust of- ! 
ficer. He was formerly treasurer of j 





NEW YORK, is contemplated by merger 
of SYRACUSE TRUST Co. in Syracuse, and 
OsSWEGO COUNTY NATIONAL BANK in 
Oswego. Marine Midland Corp. of Buf- 
falo is the main stockholder in both 
banks, and ratification is expected in the 
near future. 


New Rochelle, N. Y.—Shareholders of 
NEW ROCHELLE TRUST Co. voted to take 
over the HUGUENOT TRUST Co. on Decem- 
ber 1. 


Raleigh, N. C.—RALEIGH INDUSTRIAL 
BANK has been given permission to 
change its name to BANK OF RALEIGH 
and add trust powers. Gary M. Under- 
hill was elected president of the bank, 
having come from Girard Trust Corn Ex- 
change Bank in Philadelphia. 


Indiana, Pa.—First NATIONAL BANK 
was granted trust powers as of Novem- 
ber 4. 


Pittsburgh, Pa.—President Robert C. 
Downie of PEOPLES FIRST NATIONAL 
BANK & Trust Co., and President C. A. 
McClintock of COLONIAL TRUST Co., an- 
nounced that plans for merger of the 
two institutions have been discontinued 
because of various complications involved 
in consolidating a State institution with a 
national bank. 

































WOULD YOU BE 
INTERESTED 


— to become an Assistant Trust Officer 
of a fine medium size Trust Institution 


in Southeastern Florida, in which pros- 
pects for early promotion are excellent? 
If so, send complete resume to: 


Box H-212-3, Trusts and Estates 
50 East 42nd Street, New York 17 





PENSION PLANNING 
OFFICER 
Well-established firm of Consult- 


ing Actuaries with widespread 
Pension and Profit-Sharing clien- 
tele seeks officer of sound planning 
and top-level negotiating capacity. 
Should be between 34 and 45 years 
of age, preferably with experience 
in Trusteed Pension work. Must 
have alert personality and be will- 
ing to travel. Reasonable starting 
salary with excellent prospects for 
advancement. 





Box H-212-5, Trusts and Estates 
50 East 42nd St., New York 17 
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TRUST 
EMPLOYMENT EXCHANGE 


PODOOPPOPDOPPODPOPOPPDOPDP 


Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 
Employment Exchange and _ code 
number. 


OOOOOOO 


Security analyst, age 33, with six years 
experience including investment counsel 
knowledge, wishes to enter trust depart- 
ment of bank in New England area. 
212-1. 


Attorney, 29, with varied general ex- 
perience including counsel for public 
agencies and a bank, desires to enter 
fiduciary work at junior administrative 
level, preferably in Mid-west. 212-2. 


Southeastern Florida trust institution, 
medium sized, has-opening for assistant 
trust officer with prospects for early pro- 
motion. See ad on page 927. 


Trust department of progressive bank 
in growing area of Southeast seeks new 
business man at least 30, with basic trust 
experience. Excellent opportunity for 
qualified person who should submit edu- 
cational and business background as well 
as photo. 212-4, 


Pension planning officer is sought by 
well-known consulting actuary firm. See 
ad on page 927. 


Investment officer with broad trust and 
commercial bank experience in large and 
medium sized trust departments desires 
senior challenging situation anywhere in 
growing community. 211-2. 


Part of Indiana National Bank’s third floor trust department included in its $1.5 million 

























dollar remodeling program in Indianapolis. Colors are grey for carpet and ceiling, and 
green for the walls, with flamingo curtains. 





Corporate Fiduciary 
Association Elections 
Iowa 
President: Howard L. Johnson, vice 
president and trust officer, Security Na- 
tiotional Bank, Sioux City 
Vice Pres.: E. H. Spetman, vice presi- 
dent, Council Bluffs Savings Bank 
Sec-Treas.: L. C. Jensen, asst. trust 
officer, Security National Bank, Sioux 
City 
Maine 
President: Alden H. Sawyer, vice pres- 
ident, National Bank of Commerce of 
Portland. 
Vice Pres.: Clyde A. Mallett, trust of- 
ficer, Bath Trust Co. 





In St. Louis 


its 





MERCANTILE TRUST COMPANY 


plus 


for 
COMPLETE AND EXPERIENCED 
TRUST SERVICE 


COMPLETE BANKING SERVICE 


Member Federal Deposit Insurance Corporation 








Sec-Treas.: Philip R. Powers, asst. 
trust officer, National Bank of Con. 
merce of Portland 

Minnesota 


President: Frank 
B. Weck, vice pres. 


ident, First Na. 
tional Bank of Min. 
neapolis 


Vice Pres.: Har. 
old C. Soderman, 
treasurer & secre. 
tary, First Trust 
Co. of St. Paul; 
Earl Cardle, trust 
officer, Marquette National Bank of Min 
neapolis; and L. E. Shervy, vice presi 
dent, Northern Minnesota National Bank, 
Duluth 


Sec-Treas.: Sophus T. Persen, vic 
president, Northwestern National Bank 
of Minneapolis 


FRANK B. WECK 


Utah 
(Trust Division) 
President: Clair M. Mortensen, vice 


president & trust officer, Walker Bank 
& Trust Co., Salt Lake City 





Vice Pres.: W. H. Loos, vice president 
and trust officer, First Security Bank of 
Utah, N.A., Ogden 


Treasurer: Francis M. Chipman, Zion's 
Savings Bank & Trust Co. 


Secretary: A. L. Higgins, Jr., assistat! 
trust officer, Continental Bank & Trust 
Co., Salt Lake City 

A AA 

Birmingham, Ala. — Mrs. Vivian Stat 
ford, vice president of the BANK FOR Sa¥- 
INGS AND TRusTs, has taken the chal f 
manship of the National Publicity Com 
mittee of the Association of Bank Wome! ) 
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ESTATES 


Fifty Years of Trust Service 


You would never 
think William P. 
Welker, the keen, 
forward looking 
executive who pre- 
sides over the 
trust department of 
Wheeling (W.Va.) 
Dollar Savings & 
Trust Co.,had been 
in the trust business since 1902. Man- 
aging other people’s money and worry- 
ing over their problems ought to get a 
man down after a while. But not Mr. 
Welker. He seems to draw renewed 
energy from the nature of his work, the 
satisfaction of knowing that someone 
else is better protected, more comfort- 
able, or enjoying the fulfillment of a 
cherished plan because his trust depart- 
ment has done its work well. 





After graduating from the University 
of Michigan, Mr. Welker obtained his 
legal knowledge, so essential to his 
chosen type of work, at the Law School 
of the University of Pittsburgh. It was 
natural, therefore, that his first experi- 
ence in the trust business should be in 
Pennsylvania where he joined the staff 
of the Colonial Trust Co., Pittsburgh, 
and remained to become assistant trust 
officer. Later he transferred to the state 
of Ohio, occupying the position of vice 
president and trust officer of the Ohio 
State Bank & Trust €o. at Akron. Here 
he worked for approximately twenty 
years, guiding the financial affairs of 
trust customers through the turmoil of 
World War I, the roaring twenties, and 
the great depression of the early thirties. 
Moving in 1935 to a third state, West 
Virginia, Mr. Welker came to Wheel- 
ing Dollar Savings and Trust Co. as 
trust officer, later receiving the title of 
vice president in charge of trusts, which 
he now holds. 


A lot of wisdom can be distilled from 


























New York Clearing House Association 





DecemBer 1952 


CHARTERED 1853 


United States Crust Company of New Pork 


45 WALL STREET, NEW YORK 


Pes OVER 99 years the efforts of this Company have been 
directed specifically towards the administration of estates and 
trusts and the management of property in all fiduciary capacities. 


Member 
Federal Reserve System 


the experiences of half a century in 
trust work and Mr. Welker enjoys apply- 
ing to the problems of today the wide 
knowledge and quick understanding 
which make him both an effective sales- 
man and an able counsellor. Looking 
back over the years, he says, he marvels 
at the great strides made in trust services 
and yet sees that “the surface has been 
only scratched.” Among the manifold 
duties of his office, one in particular 
gives real satisfaction to Mr. Welker 
these days—his part in administering 
the Laughlin Plan,* a trust which pro- 
vides better homes for deserving fami- 
lies of Ohio county. 


Mr. Welker does not live in an ivory 
tower. He is a regular weekly attendant 
at Rotary, and a thirty-second degree 
Mason. He participates in the work 
and worship of the Presbyterian Church. 
He is in contact with the people of his 
community through his daily work at 
the bank, and with all this activity, 
he finds time to enjoy the companion- 
ship of his wife and son. 

*(T.&E., Nov. 52, p. 880.) 

A A A 


Old Timers Feted 


CALIFORNIA TRUST Co. of Los Angeles, 
announced.that Virgil D. Sisson, vice 
president, (and trust officer from 1948 
to June 1952) completed 25 years of ser- 
vice with the company. 


CONTINENTAL ILLINOIS NATIONAL BANK 
& Trust Co. of Chicago honored 825 
on October 16th at Conrad Hilton Hotel, 
at the annual dinner of the 25-Year Club. 


GUARANTY TRUST Co. of New York’s 
Quarter Century Club had 730 in at- 
tendance at its reunion dinner Novem- 
ber 7. 


MANUFACTURERS TRUST Co. of New 
York held its 25 Year Club annual din- 
ner October 23 at Hotel Astor, at which 
more than 1,000 persons were present. 
The Club now totals 633. 


Federal Deposit Insurance Corporation 








IN MEMORIAM 


IRVING STEWART BULL, secretary ind 
trust officer of WACHOVIA BANK & TaUST 
Co., Winston-Salem, N. C. 


WALTER S. COTHRAN, director and for- 
mer vice president and trust officer of 
NATIONAL CITY BANK, Rome, Ga. 


WILLIAM R. GANTT, JR., vice president 
and trust officer of First NATIONAL BANK 
of Magnolia, Ark. 


HERBERT W. MOHLER, vice president 
and trust officer of NATIONAL BANK OF 
MONTICELLO, Illinois. 


FREDERICK I. PUGSLEY, trust officer of 
WESTCHESTER COUNTY NATIONAL BANK, 
Peekskill, N. Y. 


HAROLD R. RANDLE, assistant vice pres- 
ident and trust officer of the Metropol- 
itan branch of SEATTLE FIRST NATIONAL 
BANK, Seattle. 


JOHN L. SUNP£, vice president in 
charge of the trust department of PION- 
EER TRUST & SAVINGS BANK, Chicago, 
and past president of the trust division, 
Illinois Bankers Association. 


THEO W. PERINE, trust real estate of- 
ficer at SECURITY-FIRST NATIONAL BANK, 
Los Angeles 


K. F. WHITACRE, trust officer of PEo- 
PLES NATIONAL BANK, Charlottesville, 
Va. 


















IN 
CANADA 


Guaranty Trust Company 





of Canada is fully equip- 
ped and eminently quali- 
fied to handle the ancillary 
administration of estates 
and other branches of fidu- 
ciary services anywhere in 
Canada. 


Correspondence is invited. 


GUARANTY 
TRUST 


Company of Canada 












Toronto Ottawa Windsor 
Niagara Falls Sudbury Montreal 
Calgary 
Authorized to conduct 


Vancouver 


the business of a trust company 
throughout Canada 






































@ Standard Federal Tax Reports— Old law, new 
law, the accepted reporter on federal taxes for rev- 
enue—“for the man who must have everything.” Swift 
weekly issues report and explain unfolding federal tax 
developments. Current subscription plan includes 7 
loose leaf Compilation Volumes and companion Internal 
Revenue Code Volume. 


fACH TOPS IN ITS FIELD 


V Federal Tax Guide Reports — Compact and 
understandable, here is the dependable reporter on 
the federal taxes of the ordinary corporation, the aver- 
age individual, partnership, trust or estate. Two loose 
leaf Compilation Volumes included without extra charge 
start subscribers off right. Up-to-date throughout; 


9 


indexed toa “T”. 


@ 1953 CCH Federal Tax Course — Authentic tax training, brush- 
up, and reference course in one handy volume. Explains federal 
taxation, with emphasis throughout on income taxation. Pertinent new 
tax changes reflected throughout the text, with latest rates and pro- 


visions woven into problems and solutions, examples, and the like. 


Write for Complete Details 


ComMMERCE. CLEARING, HOUSE,. INC.. 


NAA issn | SARA SAAR Jann 


PUBLISHERS OF TOPICAL LAW REPORTS 


CHICAGO 1 
214 N. MICHIGAN AvE 


WASHINGTON 4 
1329 E STREET, N. W 


NEw YORK 36 
522 FIFTH Ave. 
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Charitable Trusts 


GUIDES TO COMPLIANCE FOR TAX EXEMPTION 


RUPERT N. GRESHAM, Esq. 


Boyle, Wheeler, Gresham & Davis, San Antonio, Texas 


HE PRIMARY STATUTORY TEST for 

qualification of a charitable trust 
for federal tax purposes is that it must 
be organized and operated exclusively 
for charitable purposes, no part of the 
net earnings of which inure to the benefit 
of any private shareholder or individual, 
and no substantial part of the activities 
of which is carrying on propaganda or 
otherwise attempting to influence legis- 
lation. The charitable purpose must ex- 
ist at the time of its organization and 
not later adopted.' “Exclusively” means 
“primarily” or “predominantly,” thus 
affording escape as to other lesser activ- 
ities, ie., business. For income deduc- 
tion of individual contributions, the trust 
must be domestically organized® and for 
corporations it must be both domestical- 
ly organized and its funds must be used 
within the U. S. or its possessions.* 
Neither requirement obtains in the case 
of charitable devises or gifts by U. S. 


citizens.” 


The “organization and operation ex- 
clusively for charitable purposes” test 
as to its exemption for income tax pur- 
poses has been the subject of much liter- 
ature, a number of cases. the attention of 
Congress, and the word “finis” has not 
been written thereto.° The Regulations* 


From address before A.B.A. Mid-Continent Trust 
Conference, Dallas, Nov. 14, 1952. 


‘Sun-Herald Corp., 73 F. (2d) 298, 160 F. (2d) 


475. 


*Estate Arthur D. Haley, 1948 P-H Tax Ct. 
Memo 48,191. Its benefits must be for public use, 
Kain v. Gibboney, 101 U.S. 302, as distinguished 
from private, see cases °52 P-H § 24,181-4, ’52 
CCH § 656 annotations. 

See. 23(0), I.R.C. 


‘See. 23(q), LR.C. Even though a trust be or- 
ganized as a pure trust, if it engages in business 
such activity may cause its classification as an 
association which by wirtue of Sec. 3797(a) (3) 
makes it a corporation for income tax purposes. 
It would appear that in such instances the require- 
ment of the use of its funds in the U. S. as to 
corporate contributions is not required. 


Sec, 812(d) and 1004(a) (2) (B). Trust does not 
appear in Sec. 1004(a)(2)(B) but it is synony- 


mous with “foundation,” James Sprunt Trust, 20 
BTA 19, 24. 


‘The more recent pre-1950 amendment feeder 
cases, Roche’s Beach, 96 F. (2d) 776; Mueller Co., 
190 F. (2d) 120, held the destination of income 


_ the test, whereas Community Services, Inc., 189 F. 


(2d) 421, held to the contrary. 
"Reg. 111, Sec. 29.101 (6)-(1). 


‘gratis § DECEMBER 1952 





provide ~~ corporation (or trust) other- 
wise exempt under Sec. 101(6) does not 
lose its status as an exempt corporation 
by receiving income such as rents (ex- 
cluding Supplement U lease rents), divi- 
dends, and interest from investments.” 
This was originally predicated upon the 
holding in the Trinidid case* but is now 
provided for by the Code, being gener- 
ally referred to as related business in- 
come. Other income is unrelated business 
income. 


Varying Exempt Status 


In the most recent amendments io the 
same regulation, provision is made since 
the trust “must be organized and oper- 
ated for one or more of the specified pur- 
poses, an organization organized or 
operated for the primary purpose of 
carrying on a trade or business for 
profit is not exempt thereunder.” This 
stems from the amendment to Sec. 101 
of the Code by Sec. 301(b) of the 1950 
Act dealing with feeder organizations. 
Feeder organizations, such as a trust or 
corporation organized and operated to 
carry on a grocery business, are thus 
not exempt from income taxes even 
though profits go to an exempt organi- 
zation. 


We thus have on the one hand a char- 
itable organization which has only re- 
lated income which is exempt as to in- 
come taxes, and on the other hand the 
feeder organization which is not. Then 
we have a charitable trust having a large 
related and small unrelated income 
which will have income tax exemption 
as to its related income but not such 
exemption as to its unrelated income. 
Then we have the reverse situation where 
the related income is small but the un- 
related income large. Apparently, if the 
charitable trust has the business activ- 
ities as part of its own operations, ex- 
emption will obtain if it does the charity 
itself. On the other hand, if it gives its 
income to another charity, it will not. 
There remains the uncertainty as to its 


8Trinidad v. Sagrada O. de P., 263 U.S. 578. 


exempt status if it uses part of its un- 
related income for its individual char- 
ities and gives a part thereof to other 
charitable organizations. 


Gift and Estate Tax Situation 


The 1950 amendments do not go to 
the charitable deduction aspects of con- 
tributions, gifts, and devises to char- 
itable trusts other than to disallow the 
same where there have been probibited 
transactions, later discussed. The test for 
the deductibility of contributions, gifts, 
and devises thereto has been, “Does the 
income from the donee’s activities go to 
public charity.” It would thus appear 
that since Congress did not deal with the 
commercial activities of a charitable 
trust as regards charitable gifts and de- 
vises, their deductibility is not affected 
by the 1950 Act, although some uncer- 
tainty may exist in this respect. 


The thinking of the courts has been 
that the income activities of a charity 
are unimportant if the destination of the 
income is public charity. The question 
is: Will commercial activity of a char- 
itable trust which now denies its income 
tax exemption affect the courts’ think- 
ing as to the deductibility by donors of 
contributions thereto? The pertinent sec- 
tions governing the deductibility of a 
devise require of trusts that they be 
used exclusively for charitable purposes. 
and in the case of gifts that the trust be 
organized and operated exclusively for 
charitable purposes. 


For example, the devise of a grocery 
store to an existing, recognized, and ex- 
empt charitable trust doing its own 
charities would apparently be fully de- 
ductible, whereas the devise of a grocery 
store to a trust which is to operate the 
store, the income to go to a charity or- 
ganization, may not. A more difficult 
question would arise where the devise 
of the grocery store along with secur- 
ities of a greater value is to a trust pro- 
vided for in the will and as to which 
trust provision is made that it is to be 
organized and operated exclusively for 
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charitable purposes with all its income 
to go to that purpose, yet it is to also 
operate the store. 


Will the test be — if it does its own 
charities, the devise is deductible, but if 
its income goes to other charitable or- 
ganizations, it will not? It is too early 
to know the full effect of these amend- 
ments as affecting this question although 
prior jurisprudence and contemporary 
thought afford much light on the subject 
and which is too extensive to be here 
fully discussed.° The most practical way 
to meet the charitable deduction problem 
under such circumstances is to organ- 
ize the grocery store as a corporation 
since its income would be subject to tax 
even in the hands of an otherwise ex- 
empt institution and leave the stock to 
the charitable trust. The dividends in its 
hands would be tax free, after making 
the 15% contribution which is exempt. 


Getting the Exemption 


Provision for obtaining exemption for 
income tax purposes is provided for by 
Reg. 111, Sec. 29.101-2. After a year’s 
existence the trust must file Form 1023 
with the Collector who forwards it to 
the Commissioner for action and notifi- 
cation, and must thereafter annually file 
Form 990A if not more than 50% of its 
contributions are from the general pub- 
lic.!° This exemption only relates to the 
trust’s related income, unrelated income 
being subject to taxation even though a 
Sec. 101(6) exemption has been granted. 
The advantage of obtaining the exemp- 
tion is that contributions thereto are 
known to be deductible. 


The exemption so provided for is only 
as to income taxes and no such similar 
provision is made in regard to the de- 
ductibility of contributions, gifts for gift 
tax purposes, and devises for estate tax 
purposes, although it has been the prac- 
tice of the Bureau to accord such deduc- 
tion where income tax exemption has 
been obtained. It is for this reason that 
where large gifts and devises are con- 
templated to a trust which the donor de- 
sires organized to create it with a small 
contribution prior to the time large gifts 
or devises are made thereto in order that 
its exempt status may be determined 
ahead of time. 


Prohibited Transactions 


Prior to the 1950 amendments, Sec- 


*See Milton Ross, A Primer on Charitable Foun- 
dations, Feb. °49 Taxes; Blodgett, Charities in 
Business, N. Y. Tax Inst. Vol. 4, p. 418; Vol. 8, 
p. 1133; B. C. Eaton, Jr., on Charities, Virginia 
Law Review, Vol. 37, Jan.-Feb. ’51; 64 Harvard 
Law Rev., May ’51. 


toSec. 153(b), I.R.C., requires annual statements 
as to charitable deduction and financial condition. 
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tion 162 provided that the income of a 
trust should be computed in the same 
manner as an individual except it was 
allowed as a deduction any portion of 
the gross income without limitation 
which pursuant to its terms was during 
the taxable year paid or permanently 
set aside for exclusively charitable pur- 
poses. The requiring that income only 
need be set aside without the necessity of 
paying it out furnished the means of 
accumulation of large sums of money by 
way of income from business activities 
free of tax. The 1950 amendments sought 
to prevent the so-called abuses. 


While the above mentioned perma- 
nently set aside provisions remain in Sec. 
162 as amended, it is made subject to 
the provisions of new Subsection (g) 
which dealt with prohibited transactions 
and unreasonable accumulations. The 
prohibited transactions of a trust are 
where it: 

“(i) lends any part of such income 
or corpus, without receipt of adequate 


security and a reasonable rate of in- 
terest, to; 


“(ii) pays any compensation from 
such income or corpus, in excess of a 
reasonable allowance for salaries or 
other compensation for personal ser- 
vices actually rendered, to; 

“(iii) makes any part of its ser- 
vices available on a preferential basis, 
to; 

“(iv) uses such income or corpus 
to make any substantial purchase of 
securities or any other property, for 
more than an adequate consideration 
in money or money’s worth, from; 


“(v) sells any substantial part of 
the securities or other property com- 
prising such income or corpus, for less 
than an adequate consideration in 
money or money’s worth, to; or 


“(vi) engages in any other trans- 
action which results in a substantial 
diversion of such income or corpus 
to:” 

the creator, a substantial contributor, the 
member of the family [as defined in 
Sec. 24(b) (2) (D)] of either, or a cor- 
poration controlled by either by 50% 
or more of the voting stock or of the 
value of all shares. 


The engaging in the prohibited trans- 
action does not destroy the theretofore 
obtained income tax exemption of the 
trust until notified by the Secretary of 
Treasury, unless the diversion is sub- 
stantial. After notification the charitable 
deduction is limited to 15% of net in- 
come. 


On the other hand, and which is more 
important, Sec. 162(g)(2)(E) disal- 
lows all contributions, gifts and devises 









thereto by a donor if the donor or g 
member of his family is a party to the 
prohibited transactions for all years the 
prohibited transaction has been op. 
templated even though delayed in jt, 
consummation. To those not a party the 
same are disallowed only in the year 
of the prohibited transaction and unt 
the trust regains its good standing. 


Until the full effect of these provisions 
is known, they must be observed with 
scrupulous care, particularly as regards 
(iii) and (vi). For example, would the 
hospital that is part of the charitable 
trust violate (iii) if it allowed the 
creator of the trust a room at a re. 
duced rate? Would the joining in by the 
trust’s business activities with the donor: 
other business activities in a joint ven. 
ture where the aggregate credit and ug 
of funds is important, with some pos. 
sible loss of capital in the early years of 
operation, fall within the prohibition of 
(vi) ? What about the statute of limita. 
tions as to gifts that later fall within 
the prohibition? 


Accumulation of Income 


Unreasonable accumulation of income. 


defined by Sec. 162(g) (4) is as follows: 


“If the amounts permanently s¢ 
aside, or to be used exclusively, for 
the charitable and other purposes de. 
scribed in subsection (a) during the 
taxable year or any prior taxable 
year and not actually paid out by the 
end of the taxable year — 


(A) are unreasonable in amount 
or duration in order to carry out such 
purposes of the trust; or 


(B) are used to a substantial de 
gree for purposes other than those 
scribed in subsection (a); or 


(C) are invested in such a manne 
as to jeopardize the interests of the 
religious, charitable, scientific, ete. 
beneficiaries.” 


Reg. 111, Sec. 29.3814-1 provides: 


“Amounts accumulated out of i 
come become unreasonable when mor 
income is accumulated than is needed, 
or when the duration of the accumul: 
tion is longer than is needed, in orde 
to carry out the purpose constitutim 
the basis for the organization’s exem) 
tion— 


For the purpose of §3814, the tem 


‘income’ means gains, profits, and it 
come determined under the principlé f 


applicable in determining the earning 
or profits of a corporation.” 


Sec. 3814 for corporations is the sat [ 


as Sec. 162(g)(4) for trusts. 


The effect of the accumulation pr 
visions is only to limit the deduction "f 
the trust for charitable contributions "> 





15% of net income. and does not dit¥ 
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allow the deductions of gifts and contri- 
butions and which apparently can also 
be assumed includes devises.1! Now, 
what is “needed”? Would accumulation 
to make the building, used by the char- 
ity for charitable purposes, twice its 
size run afoul of this provision? 


Business Income 


To further correct the so-called abuses 
— bearing in mind the “permanently 
set aside” provisions of old Sec. 162 — 
there was added Subsection (g) (1) 
which provides that no amount shall be 
allowed as a deduction (other than a 
$1.000 exemption) to an otherwise ex- 
empt trust for its “Supplement U_ bus- 
iness income.” The feeder trust is en- 
titled to a 159% deduction for contribu- 
tions to charitable organizations. This 
strikes at both the unrelated business in- 
come of charitable trusts and the so- 
called feeder organizations. It applies 
even though all of such income goes to 
charity. 


Related and unrelated business income 
is defined by Sec. 421-3. Related income 
is dividends, interest, annuities, royal- 
ties, and overriding royalties, rents from 
real property alone or combined with 
personal property, excluding rent under 
a Supplement U lease, and gains from 
the sale, exchange or other disposition of 
property, excluding a stock in trade, 
other inventory property and that held 
primarily for sale to customers in the 
ordinary course of trade or business. 


Unrelated income in general includes 
that from a trade or business regularly 
carried on by a trust and not related to 
a charitable purpose’* and rents from 
real property with or without personalty 
under which is known as the sale and 
lease back with mortgage arrangement 
and referred to in the Code as a Supple- 
ment U lease. In brief, the lease must be 
for more than 5 years, the acquisition 
or improvement of the property there- 
for being the occasion for the indebted- 
ness. The fraction of the unrelated rent 
in such instances is the rent times in- 
debtedness over the adjusted basis. Ex- 
tensive regulations have been adopted 
covering these types of income.!* 


Future Scope 


The laws as they now stand will un- 
questionably hurt many pure charities 
which have otherwise sought to augment 





“Reg. 111, Sec. 29.3814-1. 


"Sec. 422(b) excepts that done by free workers, 
convenience activities and sale of merchandise re- 
received as gifts or contributions. 


“Reg. 111, Sec. 29.421-2 to 5, Sec. 29.422-1 to 3 


on unrelated income and 29.423-1 to 4 on lease in- 
come. 
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their income by the receipt of the so- 
called unrelated income. Such laws have 
undoubtedly put an end to some of the 
operations that are clear abuses. On the 
other hand they have not destroyed, only 
circumscribed the family foundation. As 
to such foundation, one author has said: 


“Tt (Congress) has found no fault 
with the establishment of a private 
charitable foundation for ulterior mo- 
tive of saving taxes and perpetuating 
family control over a corporate bus- 
iness as long as the foundations are 
not diverted from the philanthropic 
destination.”’!4 


14Eaton on Charities, Jan.-Feb. ’51 Va. Law Re- 
view. 


So the charitable trust will still con- 
tinue to be used both ways. More care 
will be required in its preparation and 
operation. In its drafting, it will be well 
to incorporate in the instrument the pro- 
visions of Sub-sections (B) of (2) and 
(4) both of Sec. 162(g), as one author 
has suggested for charitable corpora- 
tions.'° This will at least give the trust a 
prima facie shield against the disallow- 
ance of contributions, gifts, and devises 
on account of prohibited transactions. 
Then comply with it. 


Julian O. Phelps, Charitable Foundations for 
Business Organizations, July °52 Digest of Tax 
Articles. . 
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Patterns 1n Pension Trusts 


SELF-EMPLOYED PLANS — EQUITY FUNDS — PROFIT SHARING 


CARLYSLE A. BETHEL 


Senior Vice President & Senior Trust Officer, Wachovia Bank and Trust Company, Winston-Salem, N. C. 


EVERAL DEVELOPMENTS IN RETIRE- 
MENT TRUSTS are becoming increas- 
ingly important: (1) the probability that 
Congress before too long will give tax 
blessings to retirement plans for self- 
employed individuals, (2) the increas- 
ing interest in pension plans that provide 
benefits varying with the value of an 
equity fund and (3) the boom in profit- 
sharing retirement plans. 


Quite a bit of pressure is building up 
behind legislation introduced in Con- 
gress allowing self-employed individuals 
to participate in a tax qualified retire- 
ment plan. Ultimate enactment seems 
to be inevitable. Millions of gainfully 
employed individuals in this- country 
who do not work for others should be 
entitled to set up their own retirement 
plans with tax privileges comparable to 
those enjoyed by corporate employees. 
When the necessary legislation is en- 
acted, it will create a new source of re- 
tirement trust business of substantial 
proportions. 


The final features of the bill are not 
yet clear but the main vehicle will prob- 
ably be plans set up by associations 
(such as bar associations, doctors’ asso- 
ciations, accountants’ associations and 
the like) in which members may elect to 
participate on an individual basis. In- 
come tax would ultimately be payable 
on the amounts set aside and the. income 
therefrom but the tax would be deferred 
until such amounts and the income are 
received as death or retirement benefits. 
Such plans would constitute a strong 


anti-inflationary force as well as serv- 


ing to create a sizeable back-log of eco- 
nomic aid. Many millions of self-em- 
ployed are not eligible for social security 
benefits even under the recently expand- 
ed coverage, and these proposals would 
assist materially in closing that gap. 


Establishing Reserves 


Two items connected with the fact 
that common stocks are being purchased 
in pension funds in increasing ratios 


From address at A.B.A. Mid-Continent Trust 
Conference, Dallas, Nov. 14, 1952. 
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might be mentioned. The first involves 
the possibilities of reserves in pension 
trusts as a cushion against stock and 
bond losses. The reserves would be cre- 
ated from all or part of the income col- 
lected by the trust in excess of the ac- 
tuarial rate or from all or part of the 
profits on the sale of securities. While 
some actuaries undertake to calculate 
costs so that such reserves are not nec- 
essary, they are nevertheless desirable. 
Generally speaking, if a profit is real- 
ized in a pension trust on the sale of se- 
curities or if the income exceeds the ac- 
tuarial rate (both of which are called 
gains), such gains ordinarily operate to 
reduce the amount which the employer 
may deduct for income tax purposes as 
a contribution to the trust. The converse 
is also true: that is, if capital losses are 
incurred or if the income is less than the 
actuarial rate, they tend to increase the 
amount which the employer should con- 
tribute. The results may be awkward 
for the company. In periods of prosper- 
ity, when it is likely that stocks can be 
sold with profit, the amount which the 
company could contribute taxwise would 
thereby be lowered. In poor times, when 
it is likely that losses would be incurred 
on sales, the required contributions 
would thereby be increased. Thus the 
company may be put in just the opposite 
positions it would probably like. 


The trustee’s position is not improved 
by these results either. If the trustee 
realizes security profits in some years 
the continuity of the cost value of the 
investments sold is in effect lost because 
such cost value is replaced by the cash 
proceeds of the sales. If the trustee later 
incurs capital losses they stick out with- 
out any apparent offset. If the trustee 
were permitted to ear-mark his capital 
and income gains, or some part of them, 
as a reserve without affecting to that ex- 
tent the amount of the company’s con- 
tributions, the company’s contribution 
position would not be disturbed and the 
trustee would thereby have a means of 
stabilizing its stewardship. Work on this 
situation is now being undertaken by 


the trust division’s committee on em. 
ployees’ trusts. 


Meeting the Inflation Factor 


The second item is connected not only 
with the increasing popularity of stocks 
for retirement plans but also with the 
problem of inflation. This development 
is a pension plan providing pre-deter. 
mined fixed benefits but with such bene. 
fits varying with the value from time to 
time of an equity fund. A number of 
possible variations could be illustrated 
by this example: 


Step 1. The employer establishes a 
100% equity fund as a supplement to a 
fixed dollar pension plan of the tradi. 
tional type. Part of the contributions are 
paid to the equity fund and part to the 
fixed dollar fund. The proportions may 
vary but probably should not exceed 
one-half to the equity fund. 


Step 2. The employer contributes to 
both parts of the two-part plan amounts 
based on actuarial calculations which 
are necessary to fund a pension upon 
retirement at a stated age of a specified 
percentage of each participant’s compen- 
sation. 


Step 3. What may be described as the 
equivalent of a common trust fund or an 
open-end investment trust enters the pic- 
ture as the investment medium of the 
100% equity fund. Each contribution 
for a participant is used to purchase 
units for him at a price based on the 
then current total value of the stocks. 
The units in the participant’s account 
from time to time are credited with their 
proportion of the income and capital 
increases (or decreases) both before 
and after retirement, although contribu- 
tions by the company for him cease at 
the time of retirement. 


Step 4. At retirement the participant 
may begin receiving his pension in 
terms of units of participation in the 
fund instead of dollars. A determination 
is made according to actuarial princi 
ples of how many units are to be with- 
drawn monthly during his remaining 
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lifetime, and their dollar value at the 
time of each withdrawal is payable to 
him. Those who are familiar with the 
operation of a common trust fund or an 
open-end investment trust can readily 
grasp these features. The novelty is the 
actuarial transformation of fixed dollar 
contributions into the unit annuity. 


The equity fund has the advantages 
of several forms of diversification: 1. 
diversification among different kinds of 
stocks; 2. diversification over time, the 
purchases being made over the years 
of accumulation of each participant’s 
reserve, with consequent averaging; 3. 
diversification of liquidation, as the 
units will usually be withdrawn over a 
number of years. Studies made as to 
the probable results of such an equity 
fund in effect over a period of a half a 
century, and if sums had been invested 
in it and withdrawn during good and 
bad economic cycles, indicate that the 
results would have been favorable on 
the whole to the participants. They also 
indicate that favorable results would 
follow irrespective of when the equity 
fund is started or when individual par- 
ticipations begin, provided participation 
extends over a reasonable length of 
time. It is believed that this combina- 
tion of fixed dollar and equity funds 
(say on a fifty-fifty basis) strikes a pru- 
dent balance between the problem of 
creeping inflation and the hazards of 
the stock market. 


A variation of this idea, which does 
not involve the concept of the unit an- 
nuity, is the combination of a pension 
plan of the fixed dollar type and a profit- 
sharing plan with the latter invested en- 
tirely or mostly in stocks. This combina- 
tion could be in the form of a pension 
plan for past service to the time of es- 
tablishment of the plan with the profit- 
sharing plan covering future service. In 
some such cases the tax authorities may 
check the history of the company and 
its future prospects to determine whether 
such a combination discriminates in 
favor of the older or key employers, but 
ordinarily it is acceptable. To afford 
more security to those with little or no 
past service, the pension plan could 
cover both past and future service on a 
minimum benefit basis with the profit- 
sharing plan furnishing additional bene- 
fits in proportion to the future pros- 
perity of the company. 


New Business Potential 


In exploring the possibilities of new 
business and the profit sharing boom 
some current statistics on retirement 
plans in this country may be helpful. 
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About 18,000 have qualified under the 
tax laws, of which approximately 4,000 
are the profit-sharing type. However, 
this ratio of slightly less than 25% may 
increase rapidly during the next several 
years. It is estimated that about 300,000 
of the 400,000 U. S. corporations have 
annual incomes of less than $25,000 
and are probably not real prospects. 
About half of the remaining 100,000 
are believed to have annual incomes be- 
tween $25,000 and $100,000. If from 
these 50,000 corporations those which 
already have plans are substracted, the 
balance of something over 30,000 in- 
dicates a prolific field still left for culti- 
vation. It is true that thousands of the 
latter are not real prospects for one 
reason or another, but it would seem 
reasonable also to guess that there are 
more plans yet to be created. 


Virtually all of the “large” corpora- 
tions and most of the “medium-sized” 
corporations in this country now have 
plans. It is believed that the remaining 
field is made up mostly of corporations 
of a size for which the profit sharing 
type has the most appeal. While there is 
more flexibility in funding a pension 
plan over a cycle of years than most 
employers seem to grasp, the fundamen- 
tal idea in the profit-sharing method 





that there is no fixed commitment or 
direct overhead has terrific appeal. Em- 
ployers are happy enough about their 
profits in good years to share some of 
them but are reluctant to have even a 
moral undertaking to try to pay out any 
fixed amount to a plan in poor or loss 
years. The feature of no fixed payment 
is probably the basis for the current in- 
creased popularity of the profit sharing 
retirement plan. 


The second point of attraction is in- 
centive to the participants. A_profit- 
sharing plan properly kept before the 
employees will naturally serve as an in- 
ducement to cut down waste, increase 
production and foster some feeling of 
proprietary interest in the company. An- 
other favorable point is the real interest 
of the younger employees. They are usu- 
ally indifferent to the far-off future of 
age 65, but will not be indifferent to a 
passbook showing they have a desig- 
nated amount to their credit under a 
profit-sharing retirement plan and that 
the amount is increasing each year they 
work for the company. Moreover, most 
profit-sharing retirement plans provide 
that the total amount to the credit of an 
employee is payable to his beneficiary 
upon his death. This constitutes con- 
siderable protection to his family. 
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Some urge that another favorable 
feature is the benefit payable to em- 
ployees who are involuntarily separated 
from the company after long service but 
before death, disability or normal re- 
tirement age. However, it should be 
pointed out that this feature (together 
with the one just mentioned about death 
benefits) often makes a profit-sharing 
retirement plan more expensive to a 
company in the long run than a pension 
plan with minimum vesting features, if 
any degree of turnover (or deaths) 
among long-service employees occurs. 


Qualified profit-sharing retirement 








plans operate to suspend or cut down 
what might otherwise be high taxes on 
the participant until he (or his bene- 
ficiary) actually receives payment. For 
this reason some employers use them not 
for the entire personnel but as a means 
of additionally compensating smaller 
groups (for example, the salaried group) 
in years of substantial profits and there- 
by preventing the major part of the ad- 
dition from being promptly taken away 
by the tax collector. 


One of the disadvantages of a profit- 
sharing retirement plan is its inability 
to provide adequately for employees ap- 





PROMPT 


Title Guoratir, Seutee 


THROUGHOUT ALL 





CHICAGO 
TITLE AND 
TRUST 
COMPANY 


111 W. Washington Street 


Chicago 2, Illinois 





INOIS 


You may,be called upon to fa- 
cilitate a real estate deal in IIli- 
nois. When you are, it is good 
to know that you can secure 
dependable Title protection 
quickly anywhere in the State 
... through Chicago Title and 
Trust Company, its agents and 
representatives. 

A Title Guarantee Policy by 
Chicago Title and Trust Com- 
pany not only guards against 
loss, if the title as guaranteed 
is ever questioned, but also pro- 
tects against the expense and 
serious inconvenience of 
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cooperation in all matters is 
always assured. 





proaching retirement in a short number 
of years after the establishment of the 
plan. Such employees will be unable to 
accumulate much to their credit. This 
disadvantage cannot be entirely cured. 
but it can be cushioned to some extent 
by a process known as “weighting.” 
In principle this involves the multiplj. 
cation of the amount of the credit which 
would ordinarily be allocated annually 
to older employees by a factor that js 
relative to the number of years before 
retirement. For example, in the case of 
an employee aged 60 his ordinary share 
each year would be multiplied by two if 
the normal retirement age is 65 and jt 
is desired to equalize him with thos 
who have ten years to participate in the 
plan before retiring. If the desire is to 
equalize him with those who have 15 
years to participate, the factor would be 
three. 


This type of “weighting” is not to be 
confused with the type which gives 
greater and greater credits for service 
(in addition to compensation credits) as 
the length of service increases. The ser- 
vice type (while it does reward for 
faithfulness) tends to dilute the value of 
the shares without helping as much on 
the disadvantage mentioned. It should 
be borne in mind that methods of 
weighting shares would be unacceptable 
to the tax authorities if the weighting. 
in practice, would have the result of dis 
criminating in favor of the higher paid 
or key men in the company. Thorough 
knowledge of methods of overcoming to 
some extent this main disadvantage of a 
profit-sharing retirement plan may ke 
helpful in selling business. 


Let us make no mistake about th 
business coming to those doing the 
best selling job. A poll in 1947 indicatei 
that only about 350 trust institution 
out of almost 3,000 were then handling 
some type of retirement plan. Undoub 


tedly this percentage has increased i J 


the last five years but, except possibl 
in instances such as a director bringin 
his company’s plan to his bank, the 
business ordinarily just doesn’t happen 


Getting the Pension Business 


It seems to be the opinion of mos 
banks which are administering retil 
ment trusts to any extent that the bus 
ness is well worth going after. In adé: 
tion to the commissions received by tht 


trust department for administering ' f 


trust which increases susbtantially # 
size each year, quite often the contact 


flowing from the retirement trust result 


in obtaining or increasing bank bé 
ances or loans. Such contacts lead 
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other trust business such as transfer or 
dividend paying agencies. The trust de- 
partment may obtain wills or trust ap- 
pointments from officials of the com- 
pany. Moreover, it makes many wage 
earners trust company conscious which 
may lead to a number of moderate sized 
administrations in later years . . . and 
the redistribution -of wealth in the 
United States may result in such admini- 
strations becoming the bulk of our trust 


business. 


Wachovia is not a large trust institu- 
tion, but during the last ten years we 
have by a number of promotion activi- 
ties been fortunate enough to obtain ap- 
pointments in over 100 retirement plans. 
These now have funded assets in the 
neighborhood of forty millions of dol- 
lars and may be expected to multiply 
themselves several times over the years 
to come. The trusts now range in size 
from ten thousand to ten million and ac- 
count for a sizeable part of the gross in- 
come of our trust department. 


Among the means used to develop the 
business, the best approach is through 
automobile tires and shoe leather. Com- 
mercial officers in their routine calls 
have been a prolific source of leads. 
Our commercial officers have been furn- 
ished with a list of questions and an- 
swers which gives them conversational 
introductory approaches to the subject 
with the corporate officials on whom 
they are calling. If the latter display 
more than academic interest or mere 
desire for a plan, the commercial officer 
turns the lead over to the trust depart- 
ment. Thus the trust officers specializing 
in this work have a number of intro- 
ductory salesmen. 


We have put on two pension forums. 
The attendance at each of them included 
100 to 200 businessmen from through- 
out our trade area. At the morning ses- 
sions we had a businessman talk from 
the standpoint of the company. In the 
afternoon we had a specialist speak on 
the technical points which we thought 
might interest the audience. We gave 
our guests lunch at which a brief talk of 
welcome and thanks for attendance was 
made by our president or chairman of 
the board. Thereafter we sent to our en- 
tire prospect list a transcript of the pro- 
ceedings including a number of ques- 
tions and answers which followed each 
talk. We believe the time and money 
put in these promotional conferences 
were well worth while. Cooperation with 
actuaries and life underwriters is also 
essential and they often furnish leads 


which result in obtaining important busi- 
ness. 
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It is assumed that a trust institution 
engaging in the development of this 
type of business will have the necessary 
personnel and “know-how” for that pur- 
pose, and it is highly desirable that 
someone in the institution have a thor- 
ough knowledge of plan development. 
That is where the main selling occurs. 
Once the account is on your books 
there is no distinction of real: conse- 
quence between this type of trust busi- 
ness and other types. In closing I would 
say again that the business is there and 
much of it will probably be obtained by 
those who get there “firstest” with the 
““mostest.” 





Actuaries Open New Branch 


Sam H. Huffman, 
Associate of the 
Society of Actuar- 
ies, has been named 
actuary and man- 
ager of the newly 
opened Dallas of- 
fice of the Wyatt 
Company, which 
provides actuarial 
and employee bene- 
fit counsel to employers, employees’ 
organizations, insurance companies, gov- 
ernmental agencies, attorneys and ac- 
countants. The company also maintains 
offices in Chicago, Cleveland, Detroit, 
New York City and Washington, D. C. 


SAM H. HUFFMAN 


PHILADELPHIA 
BUSINESS LANDMARKS 


Banki 


ng by Fidelity 










Basic Chemicals 
by Pennsalt 





Fidelity’s intimate knowledge of the 
Philadelphia market is available to 
those seeking banking or trust services 
in this area. 


FIDELITY-PHILADELPHIA 
| TRUST COMPANY 
Broad and Walnut Streets - Philadelphia 9 


One of our current advertisements appearing in the Wall Street Journal 
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TRUST ACCOUNTING PROCEDURE 


in Or ail Gas _ vo 


CLARK W. BREEDING 


Peat, Marwick, Mitchell & Co., Dallas, Texas 


ASICALLY, THERE ARE TWO METHODS 
B of accounting for trusts: “cash 
apportionment” and “conventional ac- 
counting.” 

When the accounting procedure re- 
quires a segregation of each cash trans- 
action between principal and income, it 
may be designated as the “cash appor- 
tionment method” of accounting. Its 
major advantage is one of simplicity. 
Where the corpus consists of securities. 
rental properties, and oil properties in 
the nature of royalties or oil payments, 
this method is adequate. When ihe 
monthly proceeds from the particular 
royalty or oil payment are received, the 
appropriate entry is made on the trus- 
tee’s books to record the increase in 
both income cash and principal cash 
in accordance with the provisions of the 
trust instrument. At the time distribu- 
tions to tenants are required, the in- 
come cash account will reveal the 
amount to be distributed to such tenants. 


To assure adequate accounting con- 
trol, one corporate trust department in 
this locality prepares in advance twelve 
cash receipt slips (posting media) for 
each oil and gas property held by a 
particular trust. These slips contain the 
trust number, a brief description of the 
property, and the month in which the 
oil runs will be received. Each check 
from the pipeline is identified by prop- 
erties and the amount thereof is entered 
on the appropriate cash receipt slip, 
thus supplying the pertinent information 
for recording the income from the prop- 
erty. 

At the same time, the posting medium 
provides ample space for a transfer 
from income cash to principal cash of a 
sum equivalent to depletion. In the ab- 
sence of a specific provision in the trust 
instrument, reference must necessarily 
be made to the controlling state statute 
for a determination of the amount of 
the depletion. The check received from 
the pipeline represents the amount of 


From address before A.B.A. Mid-Continent 
Trust Conference, Dallas, Nov. 13, 1952. 
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oil and gas sold less state production 
taxes. Rarely, however, do the trust de- 
partment accounting records reflect this 
tax, and it is customary to approximate 
the amount when computing Federal in- 
come taxes, 


In those circumstances in which the 
transactions of the trust are rather com- 
plex, as with the operation of an oil 
and gas lease, weakness of the cash 
apportionment method is manifested in 
the inadequacy of the statements pre- 
pared from such records. Although the 
amounts distributable to life tenants can 
be ascertained from such records, the 
books do not present the proper inform- 
ation that a trustee should consider in 
his managerial capacity nor does it 
facilitate preparation of tax returns. 


The total oil and gas sales from a 
particular lease or other interest, for 
example, would not be contained in any 
one account but rather in two accounts 
—lease revenue and trust principal. For 
purposes of management it is advisable 
that the trustee consider the economic 
profit from a particular lease. It is not 
uncommon for a lease to become un- 
profitable to operate, and in such event 
the trustee would desire either to re- 
habilitate (referred to in petroleum 
circles as work-over) the lease or aban- 
don it. Consequently, the operations of 
a lease should be reflected in accounts 
which present the economic profit of the 
lease as a unit rather than present as 
lease revenue only that portion of pro- 
ceeds from sale of oil and gas which is 
attributable to the life tenants’ interest. 
Also, it is necessary in preparing the 
required income tax returns to present 
some support for the depletion calcula- 
tion, and in those cases in which “de- 
pletable income” is already on the books. 
the time and effort involved in preparing 
the tax returns are reduced. 


Conventional Accounting Method 


While reports of cash receipts and 
disbursements in some instances may 








provide the life tenant and remainder. 
man with comprehensive statements, the 
type of reporting which provides the 
more beneficial information to manage. 
ment will provide the more comprehen. 
sive statement to the life tenant and 
remainderman. We of the accounting 
profession believe that in respect to ae. 
counting for oil and gas interests, the 
trustee can provide more meaningful 
statements for his, the life tenant’s and 
the remainderman’s use by adopting a 
method of accounting comparable to 
that of a business entity comprised of 
oil and gas interests. This would merely 
entail the same basic principles of the 
more common cash apportionment 
method modified by the addition of cer- 
tain principles common to conventional 
accounting methods. 


One account, for example, would re. 
flect the total revenue from a particular 
lease or interest, and the necessary re. 
storation of principal will be accom 
plished by charging against income the 
appropriate amount of depletion. This 
will meet all the requirements of the 
apportionment of the proceeds from the 
disposition of natural resources as pro- 
vided by the terms of the particular 
trust, or, in the absence of such pro 
visions, by state statute. In the event the 
restoration of principal (depletion) is 
the same for both distribution of income 
to tenants and income tax purposes, 
only one depletion calculation at the 
end of the year need be made. 


Where the trust instrument is silen! 
as to the method of accounting (cash 
or accrual basis) to be employed i 
determining income, the trustee should 
refer to the law of the particular state 
of jurisdiction. In accounting for oil and 
gas interests the major transactions al- 
fected by the method adopted would ger 
erally be lease, royalty, and oil paymet! 
revenue, and lease operating expen’. 
The accrual method would require thal 
revenue be realized when the oil is “run 


from the lease tanks by the pipeline } 
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rather than when the “oil run” checks 
are received. As to lease operating ex- 
pense, such a method would require the 
expense to be recognized when the lia- 
bility to pay for such expense was in- 
curred rather than when paid. 


Delay rental expense is not accrued 
inasmuch as it is usually paid in ad- 
vance to keep the lease in force for ihe 
ensuing year. Generally, unless required 
by express terms of the trust instrument 
or state law, no income or expense is 
deferred to a subsequent accounting pe- 
riod. 


At Inception of Trust 


The initial entry on the _trustee’s 
books should be the recording of the 
assets conveyed in trust. The basis of 
such property to a testamentary trust 
is its fair market value. Sec. 113(a) 
IRC. Includible in the estate of the de- 
ceased are all items of income and ex- 
pense accrued at date of death. Ac- 
cordingly, there will usually be an ac- 
crual at this time for both oil and gas 
delivered prior to the death of testator, 
and the related unpaid operating, gen- 
eral and administrative expenses. 


Although the duties associated with a 
testamentary trust are not assumed by 
the trustee until the trust property is 


duly received by him pursuant to orders 
of the appropriate court, it would seem 
that upon the acquisition of knowledge 
of the death of the settlor, there would 
be a moral obligation upon the trustee 
to insure that no trust property shall 
be lost by nonfeasance. This would 
mean that such property as nonproduc- 
ing leases, options, etc., should be care- 
fully inventoried and the necessary pro- 
cedures effected to prevent lapse of such 
assets if it is the settlor’s desire to re- 
tain or exercise them. Where the trustee 
is also an executor or administrator, he 
is legally obligated to martial all the 
assets and prevent possible loss of any 
nonproducing leases by failure to pay 
delay rentals. 


Corpus Transactions to Shift Risk 


It would seem that most trust depart- 
ments encounter the problems presented 
by working interests only in the capacity 
of nonoperating joint owner. In this 
event a major source of the trustee’s 
accounting media consists of operating 
statements submitted by the operator. 


In many cases where the trustee is 
not disposed to operate the properties 
directly, he may arrange to have the 
properties operated by someone experi- 
enced in the operation of leases. A more 

































services for individuals and corporations. We invite your 


inquiry whenever we can be of assistance in this area. 


CITY NATIONAL BANK 


AND TRUST COMPANY of Chicago 
208 SOUTH LA SALLE STREET 


(MEMBER FEDERAL DEPOSIT INSURANCE CORP.) 


We maintain complete trust 





common method of divesting one’s self 
of the burden of operating and develop- 
ing the property while retaining an eco- 
nomic interest is to enter into a type 
of contract peculiar to the oil industry 
referred to as farm-out. This may be 
accomplished by conveying all or a 
fractional undivided interest in a lease 
in consideration of the assignee’s drill- 
ing and equipping a stipulated number 
of wells. Where all of the assignor’s 
working interest is conveyed, an over- 
riding royalty will be retained. Where 
only a fraction of the assignor’s work- 
ing interest is conveyed, the assignor’s 
retained working interest is subject to 
both operating expenses and nonobliga- 
tion well development costs attributable 
to it. 


The usual type of overriding royalty 
retained in a farm-out arrangement is 
measured by a fraction of the gross 
runs attributable to a ieasehold interest 
(sometimes referred to as a working 
interest) assigned. It is recognized, 
however, that an interest retained in 
the property measured by the net profits 
of the leasehold interest assigned is in 
the nature of an overriding royalty. Eco- 
nomically, such a net profits interest 
does not expose the trust to further risk 
from losses, but instead merely defers 

















the right to income until such losses are 
recouped from the property by the as- 
signee. In the absence of cash consid- 
eration (or its equivalent) at time of 
assignment, no income is realized by 
assignor for tax purposes. The reten- 
tion of an overriding royalty at the 
time of an assignment for cash is treat- 
ed as a sublease, and ord’nary income 
(subject to depletion) is recognized io 
the extent of the cash received. 





If the interest retained by the assignor 
is in the form of a working interest, the 
transaction is treated as a sale and, to 
the extent cash is received, capital gains 
income is recognized at that time. The 
trust would realize no income or incur 
no expense when the obligation well is 
drilled and equipped, but would have 
taxable income and expense attributable 
to its share of revenue, operating ex- 
pense, and nonobligation well develop- 
ment costs. 


For Operations 


To present clearly and in a compre- 
hensible manner some of the accounting 
procedures which properly record oil 
and gas operations, it is necessary to 
assume pertinent trust instrument re- 
quisites as follows: (see third column, 
page opposite) 


PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 

AT PUBLIC AUCTION 


Unsurpassed facilities 
a competent, knowledgeable staff 
versed in every phase of 
public auction selling 
a reputation for fair dealing 
and a following of important 
and wealthy collectors 
throughout the country have 
established PARKE-BERNET 
as the leading firm of its kind 
in the United States 


Inquiries Invited 


HIRAM H. PARKE, President 


ARTHUR SWANN, LESLIE A. HYAM 
LOUIS J. MARION, Vice-Presidents 


MAX BARTHOLET, Secy. & Treas. 











TRANSACTIONS — FIRST TAXABLE YEAR 


Cash 
PS Le POE AEE LATE EN MD NEE TRS OUT ES 
OS Ee ere A ee ae ee 
EL Oi ee eR TE : 
INE DERE CO STD A EE AE TET EE 
| aS te a ee nee ree Ses Poe NSE Seem 
Producing overriding royalty —.. eae sen 
Accrued liabilities nonproducing, leaseholds - ree Se 
Oil payment receivable — contra 
gS ERE ees ade Se ee rn ee ot 
To record on the trustee’s books those assets conveyed in 
trust at valuations established for federal estate tax 
purposes. 


2. 


Cash Sadilsihacspaitpsiaiay 
Accrued liabilities eer st eee ee ees 
ce ECA EDIE LA TE 
pS re ee a ee Ee See ee ee ee ee ee 
Lease revenue 32) 
To record the operations for producing lease 


3. 
I UN ao NE a hs 
ck ee arch Nt Sa i eles Bio tae Nd Sa as 
Oil payment receivable — contra __.. 


Royalty revenue _ 
Oil payment revenue —_... = 
Pee RT MUU oo 
To record revenue from royalty and from oil, 
liquidated in full 


4, 
Leasehold costs __. ea AT a? OES Oo ose ae Te ON aR ne RRR Oc e 
Lease development costs 
Equipment 
Cash ae ree tan 
Nonproducing leaseholds _ i ala 
To record the costs of test well « on : lense “A. No produc- 
tion was obtained this year as well was completed on 
last day of year. 


payment 


Accrued liabilities 
Trust principal — delay rentals 
General and administrative expense _.. ee eee ne 
Cash arc a SE 8S 
To record other cash expenditures. 


6. 


— forfeited and expired leases 


Trust principal 
iy “Reena 
Nonproducing leaseholds __. _— reer 
Trust principal — gain on sale of principal « assets 
To record sale of nonproducing leases and forefeiture of 
leases for nonpayment of delay rentals. 


a 
Depletion ee ee oe 
Reserve for depletion es ee See ee eee 


(Continued on page opposite) 


Debit 
$ 50,000 
3,000 
100,000 
40,000 
10,000 
11,000 
10,000 
5,000 


67,000 


9, 000 


1,000 
15,000 
11,000 


1,000 
20,000 
15,000 


1,000 
2,000 
12,000 


2,000 
21,000 


32,000 


Ancillary Trust Service 


in Texas 


Kp PUBLIG 


ee 


Credit 


$ 3,000 
11,000 
215,060 


3,000 
75,000 


5,000 
11,000 
11,000 


35,000 
1,000 


15,000 


3,000 
20,000 


32,00 





NATIONAL BANK 
PY OF DALLAS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





CAPITAL AND SURPLUS $42,500,000 4 LARGEST IN THE SOUTH 
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To provide for depletion. 
(2714% of gross income from all producing properties is 
less than 50% of net income from such properties) 





edit 








Depletion 
Statutory 
_ Depletable at Cost 
income 2742% (assumed) Allowable 
Lease revenue ee $75,000 $20,625 $10,000 $ 20,625 
3.009 Royalty revenue 5,000 1,375 1,000 1,375 
1000 «+ 11,000 3,025 10,000 10,000 
sae | $91,000 $25,025 $21,000 _—-$ 32,000 
8. 
Depreciation —— a------eeceseeee | ----------------------------------------------- 5,C00 
Reserve for depreciation mene 5,000 
To record depreciation sustained - _ - assumed t to > be $5, 000. 
9. 
ls i I cies zeta ceinonnscisinaspiommpicanintasi EL eed ett 10,000 
3.000 Oil payment — cost __.. 19,000 
5,000 To record payout of all payment. 
10. 
eee ek :, ea eae ee eee a ae : 2,000 
Accrued federal income taxes —_. 2,000 
To accrue federal incomes taxes in » accordance with fiduciary 
return filed — apportioned between principal and income 
5.000 in accordance with Sec. 36B, Texas Trust Act — effec- 
11.000 live tax rate assumed to be 20%. 
11,000 11. 
ee EN EE ee TCE ae 10,000 
ce eee ale, ere le ae aI Ah ke 10,000 
To record distributions to life tenant. 
12. 
Net profits interest ste Soe, 1,000 
Nonproducing leasehold — b 1,000 
35,000 To record farm-out of lease with | retention ofr net et profits interest 
1,000 (reclassification of basis) 
TAX ADJUSTMENTS — FIRST TAXABLE YEAR 
(not recorded on books) 
#1 
Dr. Cr. 
ie Inteuginle Develanmient Costs 0 $ 20,000 
15,000 PN a a ee Ae eee $ 20.000 
To expense for tax purposes cost of drilling A-1 
#2 
CS NS eee Ee ES Re Ee A ee eee Oe $ 8,000 
3,000 ST I ae 2,000 
a i I etn iene nce iene hationsinetiniae 2,000 
Gain on Sale of Assets 10,000 
RN i es Beh Dts 2,000 
To reclassify as taxable income and expense idan items 
charged and credited to principal for book purposes, 
39.000 and to reclassify federal income taxes as unallowable 


deduction; holding periods for leases exceed 6 mos. 
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For a 
& 
Ancillary Trust Service 3 ay 
OKLAHOMA: 
Roy M. Huff, Vice President and Trust Officer 
NATIONAL BANK OF TULSA 


OFFERING COMPLETE BANKING AND TRUST SERVICES 
Member Federal Deposit Insurance Corporation - 
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(1) 


(2) 


(3) 


(4) 


(6) 


CATALOGUED — 


Producing properties to be oper- 
ated by adjoining lease operator 
upon terms within discretion of 
trustee. 


Nonproducing Lease A is to be 
developed by trustee, drilling to 
be done by contractor selected 
by trustee. Develoépment costs 
are not to be charged against in- 
come. 


Other nonproducing leases: 

(a) Trustee is directed to farm- 
out Lease B, retaining a net 
profits interest. 


(b) All other nonproducing 
leases are to be sold. 


Trustee is vested with autority 
to pay delay rentals if he deems 
it advisable to keep particular 
leases in force until he can sell, 
sublease, or develop the property. 
All delay rentals are to be 
charged against principal. 


Forfeited and abandoned leases 
shall be charged to principal. 


Depreciation shall be provided 
for at rates accepted for Federal 
income tax purposes and shall be 
charged against income. 


COINS 


APPRAISED 


for ESTATES & MUSEUMS 





COIN COLLECTIONS 


BOUGHT and SOLD 


UNITED STATES 


Collections catalogued and sold 


AMERICA’S OLDEST AND 
LARGEST COIN DEALERS 


12 W. 46th St., 


FOREIGN 
ANCIENT 
ORIENTAL 


GOED - SILVER - BRONZE 
e 


at Public Auction Sale 
2 


We are one of 


New York 19, N. Y. 




































(7) Depletion shall be charged |— 





lowable for Federal income tax 
purposes. 


(8) During the period of develop- | 7, ome: 
ment of Lease A, all income not ace sees 
in excess of $10,000 per annum 


Royalty revenue Se) ists Cee Spee ieee Se oe 





tenant. Subsequent to the com- Gain on sale of principal assets _.. 


plete development of Lease A, all | eo 
income shall be distributed to the 


not necessary for the efficient 


invested in legal securities. Depletion 


Separate Treatment 
Total expenses - NET: 


It is this writer's opinion that the 
accounting principles heretofore gener- Net income before distribution 
ally accepted for reflecting the transac- 
tions of trusts are not applicable to such 
extensive property operations as oil and | Undistributed income 
gas production. It would appear that | Principal: 


Distributions _.... 


of books designed to treat the business Federal income tances 
as an operating entity entitled to adopt 


of a corporation. The trustee is then in 
a position of management and has for 
his information the activities of the busi- — ernest 
ness in a conventional accounting form tion of each may be preserved by ap- 
comparable to his competitor. If con-  propriation of the profits usually re- 
flict of interest deevlops between the ferred to in trust circles as increment 
life tenant and remainderman, the posi- in corpus. Such segregation might be 


RIGGS 


NATIONAL BANK 


of WASHINGTON, D.C. 














FOUNDED 1836 )\) Series LARGEST FINANCIAL 
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shall be distributed to the life | Oil payment revenue —_—____ veo enecnnecneennees 


life tenant. | Expense: 5 
a Lease operating expense —... 

(9) Subsequent to the development | ima 
of Lease A, all funds which in | General and administrative expense _..____ 
the discretion of the trustee are | Intangible development costs — 


| ay 


Forfeited and expired leases —__. 
management of the trust shall be es het the AEN RN 


Federal income taxes _._............-..-.--...-..- 


should the trust corpus represent any Forfeited and expired leases — 

complex business in active trade, no one | Delay rentals SasnP aInEUnnARES EERE 

would question the use of a separate set Gain on sale of principal assets 
q P Nontaxable portion of capital gains _....___. 


an accounting procedure not unlike that _ Net accretion in principal —____ 
Principal — beginning of year _....._ 


Principal — end of year —_. ey 





against income to the extent al- | INCOME AND ANALYSIS OF PRINCIPAL — FIRST TAXABLE YEAR 











Tax 
Adjust- 
Books ments Return 
as _  §$ 75,000 $75,00) 
: 5,000 5,000 
11,000 11,00 
a (2) 10,000 10,00) 
91,000 10,000 101, 
_— 9,000 9.00) 
1,000 1,000 
10,000 10,000 
= (1) 20,000 20,000 
ee ; sani (2) 2,000 2,000 
iniiesnanatiis =o ( 2) 2,000 2,000 
5,000 5,000 
32,000 — 32,000 
Beton 2,000 (2) 2,000 ue 
59,000 22,000 81,00) 
32,000 (12,000) 20,000 
10,000 — 10,000 
22,000 (12,000) 10,00 
: (2,000) (2) 2,000 _ 
_ (2,000) (2) 2,000 _ 
20,000 (2) (20,000) _ 
— (2) 10,000 10,00 
Met a (2) ( 2,000) ( 2,000) 
= : 38,000 (20,000) 18,000 
ee 215,000 — 215,00 
— , $253,000 (20,000) 233,00 





presented on financial statements « 
follows: 


Corpus: 
Originally contributed _ $ xm 
Increment since inception 
Reserved for remainderman $ xxxx 
Available for distribution _ $ xxxx $ xm 


$ xx 

The author does not anticipate a un 
versal acceptance of this proposal. |i 
fact, he recognizes that its value ma 
be outweighed by its complexities in th 
case of smaller trusts. On the othe 
hand, the trust department may have! 
yield to the individual trustee if ! 
refuses to accept the responsibility # 
tached to extensive operations of | 
and gas properties. 


XY & & 


New York, N. Y.—Expansion of ti 
Corporate Trust Department of CHB! 
ICAL BANK & Trust Co. has required the 
transfer of that department from !" 
Broadway to 30 Broad Street. At its ne’ 
address, the Department will occupy f0!! 
floors, with substantially more room { 
increased curent business, particularly" 
the transfer of stock certificates. 
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ROBERT S. DAVIS 


Trust Service for Farmers 


Vice President and Trust Officer, First National Bank and Trust Company, 


N A SECTION OF KENTUCKY where 
| (Rem is the principal industry, 
and extensive land holdings represent 
a major portion of the wealth, it is not 
uncommon to find large tracts of land 
owned by one family for many genera- 
tions. In our trust promotional efforts 
we have found many of these people 
reluctant to leave farm property in trust 
because the record of some bank-man- 
aged farms in our part of the state has 
not been good. 


We believe it is the duty of a trustee 
to maintain the fertility of the land and 
preserve its capital value as well as pro- 
duce an income. With this policy firmly 
established, about four years ago we 
organized a Farm Department, staffed 
it with two experienced farmers, and 
embarked upon a business development 
program. We accepted a number of 
agencies for absentee owners and “city” 
farmers and operated their farms ac- 
cording to accepted practices, including 
a well-rounded livestock program. We 
produced good profits for owners, were 
able to give them a clear accounting of 
our operations, and concluded that all 
we needed to make this a major source 
of income was volume business. 


Two will appointments involving farm 
property matured just this year. Here 
was our chance, we thought, to show 
what a corporate trustee could do as a 
farm manager. Both wills were home- 
made, authorizing us “to manage my 
farm.” The Wills contained no invest- 
ment powers, thus limiting us to statu- 
tory investments for trustees and were 
silent regarding principal and income 
allocation. These questions confronted 
us: 


1. Could we continue to “crop” man- 
age the farms? “Yes,” said coun- 
sel. 


2. Could we purchase livestock? “No” 
said counsel. (Our courts have 
consistently held that livestock 
dealing does not come within our 
prudent man investment statute.) 


3. Could we retain decedent’s live- 
stock? “Doubtful,” said counsel. 
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Lexington, Kentucky 


(No statute and little case law on 
the subject.) 


4. With a modest cow and calf pro- 
gram, to induce a good tenant 
farmer to remain, what would we 
do if we lost our bull? Buy an- 
other, rent another, or sell the 
cows? “To be safe, sell the cows,” 
said counsel. (No law on the 
question.) 


In Kentucky, where tobacco and live- 
stock are major sources of farm income 
and almost prerequisites in obtaining 
good farm tenants, the lack of authority 
in the wills, and the scarcity of law on 
the subject, left us pioneering in trustee 
management of farm property. 


Survey of Laws 


In view of the scarcity of law in Ken- 
tucky, I corresponded with a number of 
banks in midcontinent agricultural states. 
Nearly everywhere a dearth of law on 
the subject exists, and a very definite 
reluctance to proceed without court 
authority, where express powers are not 
found in the will or trust agreement. 


For example, there is no statute or 
case law in Missouri defining the powers 
of a trustee to manage farm property. 
Investment, by case law, is placed in the 
category of the Massachusetts rule. This 
apparently has been interpreted to per- 
mit grain farming but precludes dealing 
in livestock. 


There appears to be no statute or case 
law on farm management in Iowa. One 
Iowa institution “crop” manages some 
farms and leases others but has never 
dealt in livestock as trustee. A second 
Iowa bank writes that it would refer the 
question of sale or retention of livestock 
to the court for instructions. Apparently 
the court may, and under certain condi- 
tions does, authorize continued dealing 
in livestock. 


A Kansas institution states that it 
operates under the Kansas uniform 
prudent man statute, and has a good 
many farm properties under trusteeship 
but does not specialize in farm manage- 
ment. From this I infer that it leases 
most farms so held. 


A bank 


in Nebraska writes that 





Nebraska has no statute or case law de. 
fining the power of a trustee to manage 
farm property or to deal in livestock: 
that its counsel advises that it may, up. 
der its implied powers, operate and do 
all things prudent in connection with 
that activity, adding that the ownership 
of livestock on a farm in Nebraska j; 
deemed to be prudent. 


The prudent man rule also prevails in 
Illinois and Texas, in the management 
of farm property and the making of in. 
vestments by a trustee. These states pro- 
vide more statutory authority than most, 


Generally speaking, it seems. that 
banks are reluctant to undertake a broad 
farm management program, especially 
any dealing in livestock, in the absence 
of clear authority in the instrument. We 
are finding it necessary to apply to the 
court in the two estates I have men. 
tioned, for example, to clarify our duties 
and powers. We dislike to do it be. 
cause other farmers may construe court 
actions as indicative that farm manage- 
ment by a corporate trustee is impra- 
tical. We do not want that to happen 
because we believe that trustee manage 
ment of farms can be made practical and 
profitable. In preparation for continued 
promotion of this service, we are re 
viewing with testators all wills involving 
farm property that we hold in safekeep 
ing, or in which we are informed tha 


we are appointed trustee, and are recom: [ 
mending the addition of adequate fam } 
management powers. We are also calling } 
this need to the attention of attorneys } 
hoping that future wills may be 9 f 


drawn. 


Suggested Provisions In Wills 
and Trusts 


The more important provisions thd 
we request included in wills and trus 
are: 


(1) 


Clear authority in the discretiol 


of the trustee, to retain, manage, leas. f 
or sell farm properties, including & f 
press authority to carry on both a crf 


and livestock program, so worded thi 
we may continue practices generally fo 
lowed by good farmers in our secti0 


TRUSTS AND ESTATE 

















































$ 





of 1 
Sta! 
pro 





Dec 











LW de. 
anage 
stock: 
y; un- 
nd do 
| with 
ership 
ska is 


ails in 
;ement 

of in- 
eS pro- 
1 most, 


s that 
broad 
ecially 
bsence 
nt. We 
to the 
> men: 
- duties 
it be. 
e court 
vanage 
mprac- 
happen 
vanage: 
cal and 
ntinued 
are Ie 
volving 
ifekeep- 
ed that 
recom 
te farm f 
calling F 
forneys. 
be % 


Vills 


yns_ thal 
d trust 


iscretiol 
e, leas. § 
ling & f 
1 a crop 
ded that 
rally fol: 
- gection 


Estates 








el 
I 
REAL ESTATE HEAVILY TAXED 
IN ABSENCE OF WILL 
$120,000 Farm in individual name 


25,000 Life Insurance, 20 yr. and life 
option to wife 


5,000 Savings (used for claims and 
admn. expenses) 


No Marital Deduction 


Fed, and State Taxes - $20,000 


Son's Remainder 
in farm and 
insurance 


Wife's life use !! 
in farm and || 
insurance 


NX 










Wife's death - 10 yrs. later 










Son 
Receives 
Ins.-$ 12,500 
Farm- 120,000 


Transfer Costs: 





Claims, Admin. $ 5,000 
Taree 20,000 
Mtg. Interest 5,500 

$30,500 





of the country, or recommended by our 
State University under its county agent 
program. 
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(2) Clauses clearly describing ac- 
counting practices to be followed by the 
trustee. We prefer to be given broad dis- 
cretion in determining principal and in- 
come. For example, in dry years or in 
case of disease or other loss of livestock, 
with proper authority we can build up 
and maintain an original herd to a num- 
ber that is economically sound. 


(3) Express authority to borrow for 
farm management purposes, in case prin- 
cipal funds are not available. 


(4) A compensation clause, if statu- 
tory allowance is considered inadequate 


or doubtful. 


Promoting Farm Management 


Assuming that corporate trust man- 
agement of farm or ranch property is 
practicable and profitable, we can pro- 
mote the service in these ways: 


1. We must recognize the responsi- 
bilities involved and staff ourselves with 
qualified personnel. 


2. Trust service to farmers must be- 
gin while they are living. We call on 
farmers, offer to blueprint their farms, 
maintain a record of: field history; water 
supply; responsibility for line fences: 
painting, repairs and improvements; 
other historical data; and the owner’s 
future plans for the property. We make 
no charge if we are named executor and 
trustee in the will. If, at a later date, the 
farmer wishes this record or at his 
death we are not named in the will, we 
will make these data available at a charge 
based upon the services rendered and the 
period of time maintained. 


3. It is necessary that a bank limit 
the territory it will attempt to cover. 


4. -A good record of farm manage- 
ment as agent for absentee owners or 
“city” farmers will help develop a bank’s 
reputation. Profit from farm manage- 
ment necessarily comes with volume and 
agency accounts will give a backlog of 


TRACERS CO. of AMERICA 
513 MADISON AV. NY. 22 NY. 


II 


TAXES ON ESTATE OF REAL PROP- 
ERTY REDUCED BY USE OF 
MARITAL DEDUCTION 


$120,000 Farm in individual name 
25,000 Life Insurance, under Insurance 
Trust Agreement 
5,000 Savings (used for claims and 
admn. expenses) | 





























At husband's Marital 
death 


Deduction 


Fed. and State 
Tax $5700 


At wife's death 
10 years later 


Transfer Costs: 





Claims, Admin. ———— 
Taxes 5,700 
$10,700 
Savings in transfer costs over 
EE ET $19,800 
Additional Insurance to son __. 6,800 





Combined advantage over Plan I $26,600 





business to help carry unprofitable 
trusteeships while volume is developing. 


5. A clear understanding by the 
farmer and his family at the time the 
will is made, of the testamentary plan 
adopted and the fees you expect to re- 
ceive will avoid later misunderstandings. 
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Our Vice President in charge of farm 
management is an experienced farmer 
himself and was our County Agent for 
20 years, so that he knows most of our 
farmers by their first names. Regularly 
he and I travel through the county, talk 
with farmers and their wives, offer to 
blueprint and maintain a history of the 
farm, explain how a trust plan operates, 
including the cost of trust service, and 
offer to prepare for them an outline of 
a testamentary plan for discussion with 
their attorney. 


Among reasons for leaving farm or 
ranch property in trust can be cited the 
following: 


To assure uninterrupted man- 
agement until a son is old enough 
to assume control. 


(1) 


To preserve good income-produc- 
ing land for wife and daughters, 
there being no son in the family 
or he having entered a profession 
or other line of business. 


(2) 


Special situations, including the 
irresponsibility of one who might 
otherwise continue operation of 
the farm, or the necessity of 
trust protection for handicapped 
or invalid persons. 


(3) 


The occasional creation of a 
trust in perpetuity, for the bene- 
fit of a school or charity. 


(4) 
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MEMBER FEDERAL RESERVE SYSTEM 


While farmland is usually a major as- 
set in a farmer’s estate, trust service to 
farmers is not always limited to the man- 
agement of farm property. The same rea- 
sons which prompt a business or pro- 
fessional man to create a trust for his 
family, apply also to farmers and their 
families. Farmers, like everyone else, 
understand a plan better when graph- 
ically presented and we usually have 
with us on calls, two charts which give 
us material for discussing tax planning 
as well as family planning. Two such 
charts are reproduced on page 945. 


Organizing the Farm Department 


Should the Farm Department and 
Trust Department be separate or com- 
bined? In my opinion, a merger of the 
personnel and services of these depart- 
ments offers the following operating ad- 
vantages: 


It avoids departmental competi- 
tion and encourages officer co- 
operation. 


(1) 


It avoids frequently used inter- 
office service charges which 
sometimes interfere with free use 
of the personnel and facilities. 


(2) 


(3) 


Much accounting and bookkeep- 
ing activity can be merged, with 
a saving in the cost. 


Caltfornia- Wide 
TRUST SERVICE 


Bank of America offer you 


California's most complete trust service. 


Branches are located at strategic points throughout the state 


_— personnel in fully- 


equipped trust departments of 






Bank of America 


NATIONAL oRUSTge 





(4) 


The close relationship and ad. 
joining offices are a help in ae. 
quainting farm customers with 
the Trust Department and trust | 
customers with the Farm De. 

partment. ¢ 


It appears to be the position of the 
Comptroller’s Office* that national banks 
which have not been granted trust pov. 
ers may not engage in the management 
of real estate for others; that national 
banks with trust powers may engage jn 
such activity if, within a particular state, 
such powers are enjoyed by state banks 
or other competing corporations, pro. 
vided such transactions are handled 
through their Trust Departments, it be. 
ing immaterial whether the bank is de. 
scribed in an agreement as “Agent,” 
“Conservator” or otherwise. It may be. 
hoove a national bank now conducting 
a separate farm management depart. 
ment to consider the advisability of 
bringing this activity under the super. 
vision of its Trust Department. The best 
solution to the question would be a re. 
vision of Federal Regulations, placing 
national banks on an equal footing with 
state banks, in respect to all phases of 
real estate management, be it city or 
farm property. 





*Comptroller’s Digest of Opinions, No. 9630A. 
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WILLIAM O. HEATH 


MORE BUSINESS FROM BETTER SERVICE 


Vice President, Harris Trust and Savings Bank, Chicago 


HAT MAKES A PERSON BUY a loaf 
Wi bread, a television set or an 
automobile? First, there is a need cou- 
pled with a desire and a willingness to 
purchase. The buyer must be convinced 
that he can afford the article at its cur- 
rent price; and he must know about it 
because it is either advertised or offered 
direct through convenient channels, or 
both. Do not the same conditions apply 
to the trust business? Whether we are 
talking about a small bank with a one- 
man trust department, a medium-sized 
bank with a few employees or the big 
city bank with a highly departmentalized 
trust division, there is little or no dif- 
ference in the principles involved. 


True, we have services for sale rather 
than commodities, and if we are to suc- 
ceed in the trust business we must have 
know-how and be able to furnish con- 
tinuity of service superior to the indi- 
viduals who are our long established 
competitors as executors and trustees. 
The trust business in the United States 
is well past the point where the irust 
officer can learn about his responsibil- 
ities at the expense of the estates and 
beneficiaries he purports to serve. In ihe 
one-man department the trust officer 
must be “all things to all men,” and there 
are plenty of one-man departments that 
in their own way render service equal 
or superior to some of the larger ones. 
Big or small, we must be able to look 
the prospective testator and his attorney 
straight in the eye and say with convic- 
tion, “Mr. Testator, we can do the job 
better and at no greater cost than if 
you were to use only individuals.” And, 

_ we must reach the point where the at- 
torney will agree with us whether we 
are present or not. 


Joseph Trachtman, of the New York 
Bar, points out that it has taken several 
generations for the title guaranty com- 
panies to reach the stage where most 
attorneys would rather have them do the 
_ Recessary research and guarantee the 
_ Validity of real estate titles. He compares 
: our present “competitors” and faint 
Praisers among the older attorneys with 
the whole legal fraternity in its earlier 


eaten 


From address at A.B.A. Mid-Continent Trust 
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attitude toward the title companies. May- 
be we will never “sell” some of the old 
attorneys, but we should bend every ef- 
fort to cultivate the newer ones — start- 
ing at the law school level and demon- 
strating the validity of our position with 
those in active practice. At the same 
time we must live up to the spirit and 
the letter of the established canons of 
ethics with respect to the practice of 
law. 


We will do no good for ourselves and 
the trust business if we accept appoint- 
ments for which there is no economic 
justification. The big point is — does 
the testator need our services or doesn’t 
he? If he needs us and can be made to 
realize that he has only one estate and 
a single blunder by an unqualified fidu- 
ciary can cost many times the amount of 
the fiduciary’s compensation, this may 
help to crystallize his decision. The com- 
pensation of a qualified fiduciary is like 
a premium on a liability policy. Enthusi- 
astic, satisfied customers are good sales- 


_men for almost any business. Ours is no 


exception; but we suffer more from the 
casual remarks or downright damnings 
of dissatisfied customers.than almost any 
other business. For this reason alone, 
our basic product, which is service, must 
be vastly superior to that available 
through individual executors and trus- 
tees. The one-man trust department in 
the small community cannot hope to do 
the multiple line business of its city cor- 
respondent; but comparisons are rela- 
tive and the one-man trust department 
must build up a reputation for doing its 
work better than its individual local com- 
petitors if it hopes to survive and pros- 


per. 
Cooperation Within the Bank 


In most commercial banks — whether 
large or small — the best prospects for 
current trust business and will appoint- 
ments are the present customers of other 
departments. We should enlighten all of 
our associates from the Chairman and 
the individual Directors to the teller, 
bookkeeper and messenger as to what 
we do, how well we do it and why people 
need our services; also how to recognize 
a trust prospect, meet standard argu- 


ments, and lead him to the trust officer’s 
desk. It takes time, thought and much ef- 
fort to sell the trust business and its 
people within the walls of our own or- 
ganizations. The support for this must 
come from top management; but the 
energy, ideas and execution must come 
from us — the trust officers. 


It can be done. In my bank there are 
six full-time trust development men kept 
so busy by the constant input of new 
prospects referred by officers and em- 
ployees all over the bank that they have 
no time to ring door bells. This is ex- 
actly as it should be. People do not like 
to discuss their most confidential, per- 
sonal matters with strangers who call 
at the door even though they may have 
“sent for the booklet” and may be 
handed a banker’s card by way of intro- 
duction. When their bankers in whom 
they have confidence first break the ice 
and then take them to the people in 
the Trust Department who can help 
them, there is little, if any, “sales re- 
sistance,” provided they are well handled 
after they get there. 


The bank’s chief executive invariably 
set the pattern of conduct, but regular 
continuing internal communications help 
a lot. Everyone likes to see his name in 
print if the story is good. Our monthly 
new business bulletin goes to every em- 
ployee of the bank. It lists production 
by departments with the exact volume 
credited to each employee; and when it 
arrives at our desks each month, the 
wheels of progress stop momentarily 
while we all find out where we stand. 
Then the wheels resume action as if 
freshly oiled. The assistant cashier and 
the credit department cub get a great 
kick out of seeing their names listed 
ahead of the boss and the President 
whether it be in the bariking column or 
the trust column. 


We know that on the average about 
80% of our personal trust business and 
nearly all of our corporate trust business 
originates with officers of other depart- 
ments. The rest of the bank knows, also, 
that the Trust Department is not on a 
one-way street because for the last sev- 
eral years, 21 to 25 trust officers out of 
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30 have produced new banking business 
of $1,500,000 in the lowest year and 
$2,500,000 in the highest. These statistics 
are mentioned simply to show that there 
can be impressive inter-departmental co- 
operation in the production of new busi- 
ness. We think distribution of the 
monthly production figures is better than 
the pat on the back or the letter from 
the boss because it keeps alive the spirit 
of competition. 


The Trust Development Man 


In all trust development, the theme 
must be: “We can do something for you” 
not “Please do something for us.” The 
trust business is still quite a mystery 
to most people. Most of our new business 
will be developed on emotional consider- 
ations rather than pure logic. The con- 
tact man must help the prospect to de- 
velop his objective, must find out how 
much property and insurance is avail- 
able to accomplish the objective and 
must steer the planning accordingly. Of 
course, the trust development man must 
have maturity and tact, must know how 
to sell the business and conduct the in- 
terview, how to keep in the straight and 
narrow on the practice of law and how 
to do estate planning subject always to 
approval and implementation by the at- 
torney, the insurance man and the ac- 





countant. Not every trust department 
can have a full-time new business man; 
but where this is posisble, his time has 
much greater utility value if he can 
conduct the initial interview without the 
interruptions that are inevitable to the 
administrative man whose prime duty is 
to be available when his customers and 
beneficiaries want him. 


A man with maturity, experience and 
an inborn sense of service can learn the 
low pressure routine of “selling” trust 
business, but special training helps. One 
or two of our largest banks conduct oc- 
casional trust development courses on a 
strictly invitational basis. The Trust De- 
velopment School of the Illinois Bankers 
Association in co-operation with North- 
western University completed its seventh 
annual three weeks’ course last August. 
The majority of the 164 men from 19 
states who have taken this course were 
already engaged in or training for new 
business activity for their banks; but 
many have been administrative men 
from trust departments of all sizes who 
wanted to sharpen up their personal 
equipment for the dual role. 


Trust administrative officers should 
always be on the alert for the new busi- 
ness opportunities that arise from cur- 
rent distributions of old trusts and pro- 


SPECIALIZING IN 
THE SETTLEMENT OF ESTATES 


~ 
” 


FOR 63 YEARS « 


You are invited to use the Services of our Personal 
and Corporate Trust Departments 


WE ARE QUALIFIED TO ACT AS 


EXECUTOR 
TRUSTEE 


GUARDIAN 
ADMINISTRATOR 


Either Original or Ancillary 


AND AS 


TRANSFER AGENT 


REGISTRAR 


TRUSTEE FOR 
SECURITY ISSUES 


ESCROW 


and in all other Fiduciary Capacities 


Since 1889 the Nashville Trust Company has served as a faithful and reliable 
Executor and Trustee. Our Reputation for Efficiency and Dependability has 
won us a confidence and respect—making the Nashville Trust Company 
pre-eminent as the Trust Company of Middle Tennessee. 


NASHVILLE TRUST COMPANY 


NASHVILLE, TENNESSEE 









bate estates — opportunities not only for 
the trust department, but for banking. 
savings and investment departments — 


opportunities to make new clients for 
lawyers, too. Trust men who are lawyers 
can work a little harder with their 
brothers in active law practice, through 
the Bar associations and elsewhere, to. 
ward a common understanding and mp. 
tual respect. 


General Policy 


Two points of over-all bank policy 
seem to me of the utmost importance jf 
we are to continue to grow and remain 
strong: 


First, our trust departments should he 
run on a business basis so that they can 
contribute some net profit each year to. 
ward the bank’s earnings. To do this we 
must charge fees that will enable us to 
retain high-grade personnel and render 
superior service. We must meet with the 
competition of industry and the profes. 
sions if we are to keep the ranks of our 
younger people filled and provide the 


successors to our present administrative | 


and executive officers. 


Second, competition in the trust busi- 
ness traditionally is in the field of ser. 
vice rather than price. I do not mea 
that there should be a_ universal fee 
schedule; but we should know our costs, 
and fees for each type of service should 
reflect a reasonable profit. Isn’t it ridicu- 
lous for a bank to take a large bond 
trusteeship on a fee basis that can re 
sult only in a red earnings figure simph 
because some demand balances in the 
bank or in the offing may for the moment 
provide offsetting earnings in the bank- 
ing department? How can we explain 
bargain rates to the other customers who 
are paying full prices? This type of 
competition can be ruinous to the whole 
trust business and it certainly is de 
moralizing, not only to the trust depatt- 
ment that takes it, but to the other 
that are trying to do an honest job in 
keeping their individual heads abov 
water. The thing will not work in revers 
with the railroad, utility or industrial 
corporation that gets the big break o 


trust charges, and its only result in the f 
end will be a general disrespect for the J 
whole trust business. The bank Presiden! f 


who forces his trust department to takt 
business at a loss may succeed for a tint 
in building up the commercial balance 
of his own institution; but in the lon 
run, he is only tearing down the publi 


respect and confidence that the tru} 


fraternity has tried so long and so hard 
to achieve. 


TrRuUsTs AND EsTATES 
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Estates 





EsTATE TAX 


Life insurance premiums paid by wife 
of decedent with funds gvien by decedent 
several years prior to application for 
policies were not paid directly or indi- 
rectly by husband. Decedent died Decem- 
ber 20, 1942. On June 24, 1926, decedent’s 
wife purchased two policies on life of 
decedent, one for $100,000, the other for 
$400,000. The $100,000 policy was sub- 
sequently amended by inserting an acci- 
dental death provision, and still later, 
was split into two separate policies of 
$50,000 each. In all three policies, bene- 
ficiaries were wife and son of decedent. 

Several years prior to application for 
above policies, decedent had given his 
wife various income earning securities, 
as outright gifts with no provisions, con- 
ditions or limitations attached. From 
funds obtained, wife paid all premiums 
on policies. On February 15, 1933, a 
property settlement was effected between 
decedent and wife, preliminary to and 
climaxed by a divorce on March 6, 1933. 

On day of divorce, wife executed abso- 
lute assignment of all her interest in 
insurance policies to her son, who there- 
after made all annual premium payments 
until death of decedent. 

Commissioner included pro rata part 
of proceeds of policies in decedent’s es- 
tate, on theory that premiums paid by 
wife from 1926 through 1932 were paid 
with funds given to wife by decedent. 


HELD: Premiums were paid by wife 
and not directly or indirectly through 


} husband. Testimony showed that stock 
and bonds were given by decedent to 
| wife from three to seven years before 
) she made application for policies. Thus 
| they could not have been given “so that 
'she” might purchase insurance on dece- 
dent’s life, which would have made it 
j taxable in his estate. Estate of Ford v. 
} Kavanaugh, U.S.D.C., E. D. Mich., Nov. 
17, 1952. 


Valuation of previously taxed prop- 


perty determined. Decedent’s wife died 
pintestate on August 9, 1945 and decedent 
}became entitled to one-third of her es- 
ptate. Decedent died October 22, 1946, 


but up to that time no distribution had 


pbeen made to him from wife’s estate. 


Upon his death, two questions arose 
with respect to his estate for Federal 
estate tax purposes: (1) In determining 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


gross estate, how much of wife’s estate 
should be included, and (2) How should 
deduction for previously taxed property 
be computed under Section 812(c)? De- 
cedent’s estate was valued as of October 
22, 1947, one year after death. 

Commissioner contended that there 
should be included in decedent’s gross 
estate one-third of value of wife’s estate 
as it was composed on October 22, 1946, 
but valued as of October 22, 1947. Tax- 
payer insists that amount to be included 
in decedent’s estate is value as of Octo- 
ber 22, 1947, of specific assets distributed 
to it on December 18, 1946. 


HELD: For Commissioner. While Com- 
missioner’s method operated to advantage 
of estate on first point, this was offset by 
decision on second point. If value of prop- 
erty previously taxed was value of prop- 
erty of wife’s estate distributed Decem- 
ber 18, 1946, credit would be much high- 
er. On other hand, if “property” is to be 
regarded as one-third of net assets as 
composed on October 22, 1946, credit 
would be much less. One-third of the net 
assets of wife’s estate, as composed on 
date of her husband’s death, but valued as 
finally determined in her gross estate, is 
measure of deduction for property previ- 
ously taxed. Estate of Charles C. Hauch 
v. Comm., 19 T.C. No. 12, Oct. 27, 1952. 


Where part of deposit made to col- 
lector for payment of taxes was applied 
to deficiency and subsequently refunded, 
interest is allowable thereon. Under pen- 
sion and retirement plan adopted by de- 
cedent’s employers in 1940, decedent, on 
April 30, 1945, his retirement date, elect- 
ed to receive a smaller pension while he 
and his wife both lived, with 2/3 of such 
reduced pension payable to survivor for 
life. Decedent, however, did not retire on 
such date, but due to the war, continued 
to work until his death on October 19, 
1946. Widow was then entitled to an 
annuity for rest of her life. Executors 
filed estate tax return and paid tax of 
$331,044.19. Subsequently executor de- 
posited $40,000 with Collector of Internal 
Revenue to be applied in payment of 
such additional estate tax as might be 
shown to be due and payable, with bal- 
ance to be refunded. 

Thereafter, Commissioner determined 
tax to be $341,726.44. Difference in tax 
attributable to inclusion of annuity was 
$10,782.25, which was deducted from the 


$40,000 payment made and refund of 
balance of $29,317.75 was made to execu- 
tors. 

Executors successfully brought suit 
for refund of $10,782.25, on ground that 
annuity in question should not have been 
included in decedent’s estate. Commis- 
sioner contended that estate was net 
entitled to interest on refund. 

HELD: Amount constituted an over- 
payment on which interest is allowable. 
Under Section 3771 of Code, interest is 
allowed on an overpayment of any inter- 
nal revenue tax at rate of 6%. Ordi- 
narily, however, deposit of a sum with 
Collector does not constitute payment of 
tax. However, where amount deposited 
is applied in satisfaction of a deficiency 
in tax, there is a payment. Consequently, 
in instant case when Collector applied a 
part of fund deposited in payment of 
assessed deficiency, there was payment 
of a tax, and it constituted an overpay- 
ment on which estate was entitled to 
interest. Herrick v. United States, U. S. 
D. C., E. D. New York, Oct. 21, 1952. 


Notes given without consideration not 
deductible as debt on estate tax return. 
Decedent died June 28, 1947. Her hus- 
band died intestate in August 1917. On 
October 1, 1917, decedent made four 
promissory notes, each for $20,000 with- 
out interest, payable one year after her 
death to each of her four children. 

Executors of decedent’s estate paid 
one child $20,000 on his note and $12,- 
000 on each of the notes held by other 
three children. Deduction for amount of 
notes was taken on estate tax return. 
Commissioner disallowed deduction. 


HELD: Commissioner sustained. It was 
conceded at hearing that there was no 
consideration given for the $20,000 note 
and one of the $12,000 notes. In opinion 
of court, it was equally clear that other 
two notes were likewise given without 
slightest consideration in money or 
money’s worth, and hence were not de- 
ductible. Estate of Biel v. Comm., Tax 
Court Memo Opinion, Nov. 10, 1952. 


Property received as gift within five 
years of death on which no gift tax was 
paid not considered property previously 
taxed. In 1946, decedent received a gift 
of stock. Donor reported gift, took 
$3,000 exclusion and applied balance 
against specific exemption. Result was 
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that no gift tax was paid. In 1947, donor 
made another gift to decedent, claimed 
balance of specific exemption and annual 
exclusion. He paid gift tax of $19,867.50. 
Decedent died March 3, 1947. 

On estate tax return, value of both 
blocks of stock was included in dece- 
dent’s gross estate and deduction taken 
for “property previously taxed.” Com- 
missioner treated only 1947 gift as prop- 
erty previously taxed. 

Executrix argued that 1946 gifts to 
decedent were “taxed” when tax paid on 
1947 gift was computed, because gift 
tax is a cumulative tax. 

HELD: Commissioner sustained. Stat- 
ute provides that a credit will be allow- 
ed for estate tax purposes for property 
previously taxed. Where property is re- 
ceived as a gift, however, deduction is 
allowed only if a gift tax was imposed 
or paid. Estate of Schmidt v. Comm., 
19 T.C. No. 10, Oct. 20, 1952. 


Transfer to revocable trust, where 
power to revoke was later released, not 
made in contemplation of death. Decedent 
died intestate July 26, 1945, at age of 
83, leaving estate in excess of $1,000,000. 
On January 18, 1928, decedent had created 
trust for maintenance and education of 
his two grandchildren, naming himself 
and bank as trustees. Accumulated in- 
come was to be paid to each grandchild 
as he attained age of 21 years and one- 
half principal of trust when he attained 
age of 25. Value of securities conveyed to 
trust was approximately $100,000. 

Trust agreement was made subject to 
amendment or revocation. On January 
13, 1930, decedent executed amendment 
to trust, releasing his power to amend 
or revoke. Prior to making amendment, 
he inquired of bank whether trust prop- 
erty would be includible in his estate 
upon his death. He was informed that re- 
vocable trust would be includible in his 
gross estate. Commissioner determined 
that conveyance in trust in 1928, though 
made 17 years prior to his death, was 
made in contemplation of death, and 
property was includible in decedent’s 
estate. 

HELD: Commissioner overruled. Trans- 
fer was not made in contemplation of 
death. Estate of Spiegle v. Comm., Tax 
Court Memo, Oct. 16, 1952. 


Only equity of redemption of non- 
resident alien in real property in United 
States includible in his gross estate. De- 
cedent was a subject and resident of 
Great Britain. He died in London, Eng- 
land, March 1, 1945. At time of his death, 
decedent held an undivided 32.0936 per 
cent interest in four parcels of real es- 
tate situated in New York City. He ac- 
quired this interest by devise from his 
mother in 1934. Properties were encum- 
bered with mortgages. Commissioner de- 
termined that full value of decedent’s 
interest in said real estate was includible 


950 


in his estate, without any deduction for 
mortgage debt. Decedent was not liable 
for mortgages. 

HELD: Under Reg. 105, Section 81.38, 
a deduction is allowed for full unpaid 
amount of a mortgage upon any property 
of gross estate, provided full value of 
property is included in gross estate. If 
decedent’s estate is liable on mortgage, 
full value of property is includible and 
mortgage indebtedness is allowed as de- 
duction. If decedent’s estate is not liable 
on mortgage, only value of equity of 
redemption need be returned as part of 
gross estate. Estate of Johnstone, 19 T.C. 
No. 8, Oct. 20, 1952. 


Life insurance policy purchased in 1935 
at same time as purchase of annuity, and 
thereafter assigned to children, not in- 
cludible in donor’s gross estate. Dece- 
dent, in 1935, bought two insurance con- 
tracts. One, an annuity policy, recited 
that in consideration of the payment of 
a premium of $22,609.26, insurance com- 
pany would pay decedent a fixed annuity 
of $1,618.03 annually. In the other, a 
life insurance policy, company agreed, 
in consideration of payment of single 
premium of $53,717.04, to pay upon her 
death the sum of $72,000. Neither con- 
tract contained any reference to other. 

She thereupon assigned to her children 
equally, as a gift, all her right, title and 
interest in and to said life policy, which 
assignment carried with it right to re- 
ceive ‘cash surrender value of policy, if 
they so elected, and right to receive 
dividends thereon. In 1942, Commissioner 
included value of insurance policy in 
decedent’s estate and assessed deficiency. 
Estate paid deficiency and brought suit 
for refund. 

HELD: Refund allowed. Fact that life 
policy, was found to be without signi- 
decedent had not also bought the annuity 
policy, Court found to be without signi- 
ficance. Annuities were not based upon 
and were in no wise dependent upon any 
sum advanced to secure annuities. Estate 
of Bohnen v. Harrison. C.A.-7, Oct. 29, 
1942. 


INCOME TAX 


Trusts for benefit of minor children 
recognized as members of partnership. 
Taxpayers, husband and wife, organized 
precision casting business in 1928, which 
business was originally conducted in back 
yard of their home. Original capital for 
business was contributed by wife. 
Through services and endeavors of both 
husband and wife over a period of many 
years, a successful business was devel- 
oped. On October 1, 1942, taxpayers cre- 
ated two irrevocable trusts, one for bene- 
fit of their son and one for benefit of 
their daughter. An undivided one-fourth 
interest in business was conveyed to each 
trust. Each taxpayer filed a gift tax re- 
turn. 


_ business as capital of partnership, 








On same day a general partnership 
was formed by taxpayers and trustee 
for purpose of conducting casting pug. 
ness. Each partner contributed an ung. | 
vided one-fourth interest in ail assets of 
























For years 1945 and 1946, each of the 
four partners filed income tax retur, 
reporting his or her one-fourth share og 
income from partnership. Commissione 
determined that entire income of par. 
nership was taxable to parents. 


HELD: Valid trust existed; incom 
taxable to all four partners. Taxpayer, 
in good faith and acting with a busines 
purpose, formed and conducted a Valid, 
bona fide partnership. Osbrink v. Unite 
States, U.S.D.C., So. D. Cal., July 10, 1959 














Expense incurred resisting claim tha 
will of taxpayer’s mother and gifts mae 
by her during life were invalid, not de. 
ductible for income tax purposes, Dece. 
dent bequeathed her properties in pro.f © 
portions of 3/7 each to her two sons} 4 













































and 1/7 to her granddaughter. Later she| >Y ‘ 
made gifts to her sons. In 1945, one of} ' @ 
the sons, taxpayer here, was notified} °™ 
that granddaughter contemplaetd legal abso 
proceedings against him and his brothe be . 
individually and as executors of the e. pes 

ep 


tate on theory that decedent lacked tes | © 
tamentary and donative capacity. Whik life 
their attorneys reached conclusion that 
no basis for claim existed, they recon. 
mended that claim be settled. On his in. 
come tax return for 1945, taxpayer 
claimed deduction of $22,890 for legal 
fees and expenses paid in connection 
with granddaughter’s claim. Commis. 
sioner disallowed deduction. 


HELD: Commissioner sustained. Tar. 
payer’s contention was that deductia 
was authorized under Section 23(a)(2) 
of Internal Revenue Code as ordinary 
and necessary expenses incurred in pr 
duction or collection of income, or in col- 
nection with the management of property 
held for production of income. Pressel} 
to a successful conclusion in courtsf 
claim would in all probability havef 
caused both will and gifts to be declared’ 
invalid. Such a result was a real thred 
to taxpayer’s title to property. Thuy 
expenses incurred were for purpose @} 
defending and perfecting title to prot 
erty, were of a capital nature, and mf 
deductible. Brown v. Comm., 19 T.C. No 
15, Oct. 28, 1952. 


Depreciation on building erected )} 
life tenant based on useful life of built 
ing, not on life expectancy of life tenant 
On June 25, 1913, taxpayer and her his ! 
band conveyed to their daughter in ts | 
a lot on which there was a three-stol> 
building, reserving to themselves and 1 : 
survivor, a life estate therein. Trust I 
strument provided that property should 
be rented and net income paid to donor 
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during their life. Upon death of sur- 
yivor of them, income was to be paid 
to daughter for her life and upon her 
death property was to descend to her 
heirs. 

In 1938, taxpayer (her husband had 






























Income currently distributable from 
trust taxable to beneficiary where trust 
instrument provided for payment of 
taxes out of corpus and distribution of 
net income to beneficiary. Taxpayer is 
beneficiary of trust established by her 
husband on June 19, 1932. Under original 


ment of income be made to taxpayer 
from trust income until loan was repaid. 

For years 1942, 1943, 1944 and 1945, 
trustee. reported income received but did 
not report any income distributable to 
taxpayer beneficiary. Commissioner de- 









of t : vs) tore down old termined that income of trust was tax- 
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ms } building without conse & for life, and furthermore, he retained of Internal Revenue Code. District Court 
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_ tion that: “In the case of property held In July 1943, administrator filed final re- was no collusion. Saulsbury v. United 
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tified computed as if the life tenant were the Subsequently, however, Commissioner de- 
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b = be allowed to the life tenant.” Court’s $90,000 due to inclusion of trust assets support of minor not gift of future inter- 
es 4 interpretation of this section was that in estate. As result, it was necessary est. In December 1947, taxpayer execu- 
k np depreciation should be based on useful for trustee to borrow $90,000 to pay ted two substantially identical trust in- 
| "a life of building and not on taxpayer’s tax. In approving application of trustee struments, one for one of his daughters 
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Trust instruments provided that net 
income of each child’s trust should be 
paid to his or her lawful guardian for 
education, maintenance and support of 
such child until he or she attained age 
of 21 years. Upon reaching age of 21 
years, income was to be paid to child 
until he or she attained age of 35, where- 
upon principal and undistributed income 
were to be paid over to him or her. 


Taxpayer, on his gift tax return, 
claimed exclusion of $3,000 not only for 
gifts to daughters, but also for gifts of 
income to each grandchild. Commission- 
er denied exclusion for gifts of income 
to grandchildren on ground they were 
gifts of future interests. 


HELD: Commissioner overruled. Court 
followed case of Madeleine N. Sharp, 3 
T.C. 1062, where trustee was required 
“to apply the net income of the principal 
of the trust’? whereas in instant case 
requirement was that “the net income 
of the principal of the trusts hereby 
created for benefit of each such child 
shall be paid to his or her lawful guar- 
dian for the education, maintenance and 
support of such child.” Court could find 
no distinction in the language of the 
respective trust instruments and held 
for taxpayer. Edward J. Kelly, 19 T.C. 
No. 6, Oct. 13, 1952. 


Value of gift of jewelry held to in- 
clude Federal retailer’s excise tax. Tax 
Court’s decision reported in Feb. 1952, 
p. 147, has been affirmed. Duke v. Comm., 
C.A.-2, Nov. 3, 1952. 


Where trust instrument provided for 
payment of income to beneficiaries until 
1967, when corpus would be distributed, 
gifts were of future interests. Taxpayers 
in 1947 and again in 1948 transferred 








certain real property in trust for benefit 
of their six children and ten grandchil- 
dren, thus creating sixteen separate 
trusts, one for each beneficiary. Each 
trust provided for payment of its net 
income to beneficiary until February 21, 
1967, when trust was to terminate and 
corpus was to be distributed to income 
beneficiary unless trust had been previ- 
ously terminated pursuant to an exer- 
cise of the unlimited discretion by trus- 
tees (who were two of the beneficiaries) 
to accelerate distribution of corpus. 


On gift tax return filed by taxpayers 
exclusions were claimed with respect to 
all gifts. At date of gifts all grandchil- 
dren were minors. Commissioner disal- 
lowed exclusion with respect to each 
donee. 


HELD: Commissioner sustained. Since 
enjoyment of corpus was deferred by 
terms of trust instrument until either 
February 1, 1967 or until such time as 
trustees, in exercise of their discretion, 
determined to accelerate enjoyment, 
transfers were gifts of future interests 
for which no exclusions are allowed. No 
right was given to minor beneficiaries to 
acquire trust property before termina- 
tion of trust. Nor can annual exclusion 
be claimed with respect to income pay- 
able to beneficiaries, by reason of fact 
that interest in income was incapable of 
valuation due to discretionary powers 
to distribute corpus. Brody v. Comm., 19 
T.C. No. 22, Nov. 4, 1952. 


BUREAU RULINGS 


Delegation of certain authority with 
respect to offers in compromise. An order 
has been issued outlining certain powers 
delegated to Head of Appellate Division, 
and Heads of Audit, Collections and Al- 
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cohol and Tobacco Tax Divisions, Appel. 
late Division Head will have power to 
accept offer in compromise where amount 
of tax involved is less than $500, Als} E 
has power to accept waivers (Form 872) j tee 
to grant or deny applications for exten. Pur 
sion of time to pay taxes except estat, | late 
and gift taxes and to exercise power con. § left 
ferred on Commissioner under Sectign } Nat 
3760 with respect to closing agreement; | WaS 
where agreement relates to tax liability | Dav 
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for past taxable periods. daus 
Power to sign Form 7878 (Schedule of fun 
Accepted Offers in Compromise) whe, | 28% 
offers have been accepted, has been dele. om 
gated to Head of Audit, Collections anj | PY? 
Alcohol and Tobacco Tax Divisions, 0p. — 
erations Reorganization Order No, 6. lowe 
as a 

Rate limit. Limitation on combing | estat 
normal tax and surtax provided unde | Fun 
Section 12 of Internal Revenue (od } ance 


should be applied to statutory net jp.} possi 
come reduced by excess of net long term} the 
capital gain over net short term capita ately 
loss in computing the partial tax unde} incor 
Section 117(c)(2) of the Internal Reve} In 


nue Code. LT. 4103 LLR.B. 1952-23-13952) of pr 
Convention between United States ani} "® ‘ 
Switzerland. Instruments of ratification aah 
of the convention between United State _ 
and Switzerland for avoidance of doubl pose 
taxation with respect to tax on estate —_ 
and inheritances were exchanged by th ip 
American Minister to Switzerland ani he 
the chief of Swiss Federal Political De} 51. 
partment on September 17, 1952. Thus made 
on that date convention became effective the w 
and will be applicable to estates and ip two ¢ 
heritances of those persons who died af ;, 4, 
or after September 17, 1952. third 
tinue 
A & & daugh 
death, 
Seek to Repeal Connecticut | gain 
Estate Penalty Tax ee “ 
re te 


The Connecticut Bankers Associatit} }),, “ 
will endeavor to secure repeal of thf two ¢), 
Connecticut Estate Penalty Tax law ip 
the coming session of the State Legisl 
ture, according to Reese H. Harris, Jif 
vice president of The Hartford-Cu 
necticut Trust and chairman of the 4B orang 
sociation’s Legislative Committee, "Bang po 
described the tax as “unfair and dB oanq ¢, 
criminatory.” The association will af 
urge repeal of the Tax on Intangilt 
Property and the Four-Mill Tax wii 
is levied on certain bonds and otlé 
property. “All these taxes are unfair # 
discriminatory, because most people dot! 
even know they exist,” Mr. Harris sail 

Previous attempts and recomment 
tions to have these laws repealed we 
defeated because neither legislators ™ 
the public are informed about these la® 
Mr. Harris stated. The association @ 
pects to arouse the interest of legis 
tors and the public through the wi 
distribution of a descriptive pamphlet 
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Where There's A Will 


Henry M. DAWES, executive commit- 
tee chairman and former president of 


















aul Pure Oil Company, and brother of the 
: estate | late Vice President, Charles G. Dawes, 
er con. | left his $800,000 estate in trust. The City 
Seetio National Bank & Trust Co., Chicago, 
ements | WAS appointed coexecutor with Mrs. 
liability | Dawes and co-trustee with a son and a 
‘| daughter. The estate is divided into two 
funds, Fund A to consist of half the 
odule of aggregate value of the adjusted gross 
Where estate, less the value of all interests in 
en dele. property or money not a part of the 
ee residuary estate and which are finally al- 
ns. Op. lowed for Federal estate tax purposes 
~s as a deduction from the adjusted gross 
smbinej | estate for property passing to the widow; 
1 under | Fund B to be equal in value to the bal- 
e Code} ance of the residuary estate. So far as 
net in.} Possible, each issue of securities held in 
ng term} the estate should be divided proportion- 
- capital ately between the two Funds to equalize 
x under} income and appreciation factors. 
il Reve. Income of Fund A, and such amounts 
3-13952.{ of principal as she may request in writ- 
ing, are to be paid to Mrs. Dawes, who is 
as oa also given a power of appointment over 
ification this Fund. The net income of Fund B like- 
d State wise is to be paid to Mrs. Dawes together 
f double} with such amounts of principal as the 
| estate} corporate trustee may deem necessary 
| by the or advisable, provided that all liquid as- 
and a} sets of Fund A should be exhausted be- 
ical De} fore any principal payments should be 
12. Thu made from Fund B. Upon the death of 
effecti the widow, Fund B is to be divided into 
+ and If two equal shares. One share (Fund C) 
died Fis to pay the testator’s daughter one- 
third of its principal outright and con- 
tinue the other two-thirds in trust, the 
daughter receiving the income, until her 
death, after which that portion is to be 
eticut | 2gain divided into two equal trusts for 
. | the grandchildren. The two grandchildren 
_., fare to receive the income, one-third of 
sociatith the principal at age 25 and the other 
1 of ti two-thirds at age 40. They also have a 
X law ™ power of appointment in the event of an 
' Legishf earlier death. The other half of Fund B 
ris, IB is to go in similar manner to the testa- 
ford-Ca tor’s son with two-thirds passing to two 
f the “granddaughters who receive life income 
= y and power of appointment, each with re- 
a IF 


“gard to her share. 
will asf 
ntangitt 

ax whit 
nd oth 
nfair a 
ople det! 
“ris said 
ommentt 
aled wet 
ators mM 
hese avs 
iation & 
rf legis 

the wit 
ymphlet. 


C. GEorRGE McCULLAGH, Toronto finan- 
cier and publisher of two of Canada’s 
largest newspapers, after leaving per- 
sonal and household articles to his widow, 
placed the residue of his estate, conserva- 
tively estimated at more than $4,680,000, 
i trust for the benefit of his widow and 
three children. The trustees are two at- 
torneys, a publisher and Chartered Trust 
Co., Toronto. The widow is to have the 
home rent free until death or remarriage, 
and the trustees are empowered to sell 
he same and purchase or build another 
ome if the widow should so desire, the 
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house property, or its value, being ulti- 
mately divided equally among the other 
heirs. The trustees are instructed to set 
up a separate fund to pay the widow an 
annuity of $7500, out of income whenever 
possible, and otherwise by invading prin- 
cipal. The remainder of the estate is 
divided one-quarter to four sisters equal- 
ly; one-quarter to provide income for 
the widow until her death or remarriage, 
and thereafter to be added to the chil- 
dren’s shares; one-half to be divided 
equally among the two sons and the 
daughter. Principal is distributable to 
the children one third at age 21, one 
third at 25, and the remainder at 30. 


The controlling interest of the testator 
in both the Globe and Mail and the Tele- 
gram is to be administered by the trustees 
as long as they deem wise up to 21 years, 
and they are given the widest possible 
discretion in business administration and 
investment matters. Upon the death of 
the last surviving beneficiary the residue 
of the estate is to be divided in accord- 
ance with Ontario law. 


WILLIAM C. BATES, senior vice presi- 
dent of Cannon Mills, Inc., New York 
subsidiary of the world’s largest manu- 
facturers of towels, left a simple will in 
which he gave his Tennessee property to 
his brother and the rest of his estate to 
Mrs. Bates, whom he named co-executor 
with The Chase National Bank of the 
City of New York. 
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RECENT ARTICLES OF INTEREST 


Drafting Powers of Appointment under 
the 1951 Act, by Christian M. Lauritzen, 
II: Northwestern University Law Re- 
view, July-Aug. (Chicago). 


A New Approach to Buy-and-Sell 
Agreements, by John Alan Appleman: 
Taxes, Oct. (214 N. Michigan Ave., 
Chicago 1; 50¢). 


Planning Estates for Greater Happi- 
ness, by Emanuel A. Hyman: The Week- 
ly Underwriter 
York 38). 


(116 John St., New 





Literature Notes 


1952 Major Tax Problems 


Matthew Bender & Co., Albany 1, N. Y. 525 

pp. $12.50. 

This volume contains the proceedings 
of the fourth annual Institute on Federal 
Taxation conducted by the University of 
Southern California. The 22 lectures have 
been developed in article form with care- 
ful annotation. Three broad interests are 
covered by generally well known author- 
ities: eight papers deal with the excess 
profits tax, seven with business planning, 
and a like number with estate planning 
and insurance. 


With a compendium of this kind, the 
best testimonial of its value can per- 
haps be summed up in the fact that it 
has become an annual affair. Practition- 
ers and others concerned must be profit- 
ing from the effort that goes into these 
lectures, else no private publisher would 
repeat perennial failure. Nor is it dif- 
ficult to understand why this particular 
series is worthwhile: it brings together 
some of:the best minds (mainly from the 
West) on some of the most practical tax 
questions of the day. The current volume 
includes the following titles of special 
interest to this audience: 


Impact of Inflation on Estate Planning 
(Rene A. Wormser); Gifts to Minors 
(Peery Price); Private Annuities (Paul 
Burks) ; Prorating Federal Estate Taxes 
under California Probate Code (Bert A. 
Lewis); Redemption of Stock to Pay 
Death Taxes (Lehman C. Aarons); In- 
come Tax Problems of Non-business Life 
Insurance (Richard S. Brawerman) ; In- 
come Tax Problems Relating to Business 
Life Insurance (Francis J. McEntee). 


A A A 


PRICE ERROR 


In the review of LAWYER'S INVEST- 
MENT MANUAL (Nov., p. 871) the price 
for this well regarded volume was er- 
roneously quoted; it should have been 
listed at $10. 
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HOW MANY COPIES? 


New Duplicator Eliminates Work, Error 








ASSET 
FRANK L. GIBSON -" 
Trust Officer, Valley National Bank, Phoenix, Arizona Allc 
uR TRusT DEPARTMENT has adopted room with the necessary adjoining dark- P 
a technique which, so far as is room. A high school girl graduate with The 
known, is not yet used by any other no previous experience of any kind was had bee 
banking institution. We make Dexi- quickly trained into a competent opera- - 4 
graph copies in- tor — and this one girl has released 9 “4 
stead of carbon many others from tedious copying work. pv wi 
copies of ledger The direct benefits of the Dexigraph Op mae em — and } request 
hehe teas Pe state- method were several and immediate. ministr 
ments, : 1 gain- With the previous carbon paper method, reduces legal papers to the more conye. | SU°*°SS 
ing lo oo the heavy ledger sheet was always the _ nient letter size. tins 
cy, legibility, as . . is 
welt nit acid final Ps If it a “ea a pe = When a client wants copies of any | may ap 
, copy, it was none too clear to begin wi j my 
a tremendous a after some months of aaiities ae canapeccsre Pagdiae= : ~~ pnlbaaber (1) ° 
Sass, Geen senneet of clesical ; : is “no trouble at all.” We can — anddo} (9) ° 
against other sheets in file, many figures ___....; : 
employee time on easily make copies of all documents | (3) « 
became almost illegible. Now our ledger on every account, thus having a com. (4) 4 
In handling an estate, under the for- sheets are original typing — and will plete reference in our files instead of Q 
mer system, if we needed 10 or 20 copies _ preserve clarity indefinitely. sometimes having to consult court rec- | The . 
of statements instead of the five that Further, the handling of multiple tis-  ords. within 
were logically produceable with our Car- sues and carbons required excessive Other departments so frequently avail | tended 
pagar ie — we simply set space in the ledger trays. Errors in typ- themselves of the services of the ma. | meaning 
ey ba gee ed ae oe ee oe ing of descr iptive comments — which chine that we may need to add another | P°"* 
an . : ee more 8 ns : ec hoe are correctible — could not be adjusted employee so that one can continuously | HELI 
read back the copies. if a trust required without retyping because the tissues and : : ] 

: . make prints while the other does all of | ®° ‘°55 
copies of letters, documents, or wills, we carbons were stapled to the ledger sheets the Bammer’ ceased | 
cheerfully retyped these also; read them for security in repeated handling. Feed- . “i : _ | him ane 
back, certified them — all at a terrific jing these multiple forms into the book- The Trust Department is handling | a forma 
cost in time, labor and materials. keeping machine took extra time on considerably more volume now than at | the time 

The solution came about in a totally Very operation. All of these difficulties the beginning of 1 — with no im | The 
unexpected manner. Talking one week- W€TE eliminated. Dexigraphing also re- pore > <prrnne ating al —— a 
end with my neighbor — a Remington duces the large ledger sheet to a normal C4USe¢ Dy Copying, and never a tran The pro 
Rend sepemmtetiocn — 3 camille cam 11 x 8% inch letter size page, which scription error on multiple copies. We the meri 

: facilitates handling and filing by our 7¢ Sure taat we have gained, in addition | J, 4 
mented on our excessive work load. At * 8 7 bl dwill { peniat 
my request, he examined our Trust De- lients and has been the subject of much pee ep “s itr ce — © a Estate, | 
partment operation and recommended highly favorable comment. per be plnerscig oe “of 7 3 7 PY | HELL 

: ; ; ; quickly — any number of needed copies} ;,. 
Dexigraph. After a complete committee The same equipment is used to make of documents as well as statements. tien " | 
study of the recommendation we set up copies of letters, documents, wills and a 
a Dexigraph in February, 1950. Unused other necessary papers. This again elim- a 44 ae 
space was constructed into a Dexigraph nates recopying and certification, and Accounting for Investments | uation a 

An adequate accounting system for in- of the ri 
vestment securities must give considers | ~~ 

A SERVICE TO tion not only to principal and interest 

SMALL TR accounts, but must allow for amortiza- ARIZ 

USTS tion of premiums, profits or losses o beget 
Trusts, however small, of which our Bank sales, call dates and the tax angles COLORA 
is a Trustee can have a broadly diversified Franklin D. Price, auditor, Dallas Na DISTRIC 
investment through participation in our tional Bank, told the Association o ILLINO] 
Common Trust Fund. Bank Auditors and Comptrollers on Oc: IOWA: E 
tober 28. The four accounting questions RENTU 
regarding the carrying value of invest MISsou 

ment securites are set forth in the Digest 
MARINE NATIONAL EXCHANGE BANK a NEW MI 
of Opinions of the Comptroller of the NEW Yc 


OF MILWAUKEE 
cedure is well outlined in the NABAC 
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RECENT FIDUCIARY DECISIONS 


AsseETS — Administration — Deser- 
tion Does Not Disqualify Spouse as 
Administrator Nor Forfeit Widow’s 
Allowance 

Iowa—Supreme Court 


In re Quinn’s Estate, 55 N.W. (2d) 172. 


The deceased intestate and his wife 
had been separated for a number of years 
and a divorce action brought by the de- 
cedent on a charge of desertion was pend- 
ing at the time of his death. The son 
and widow presented rival claims to a 
request and application to appoint an ad- 
ministrator. The statute provides that in 
succession, a period of twenty days com- 
mencing with the burial of the deceased 
js allowed within which the following 
may apply for administration: 


(1) The surviving spouse. 

(2) The next of kin. 

(3) Creditors. 

(4) Any other person showing good 
grounds therefor. 


The widow had made her application 
within twenty days and the son con- 
tended that she was not, within the 
meaning of the statute, “the surviving 
spouse” in view of the desertion. 


HELD: For the widow. The widow is 
no less the surviving spouse of the de- 
ceased because she may have deserted 
him and there was in fact no more than 
a formal marriage tie between them at 
the time of the husband’s death. 


The rule stated in 21 Am. Jur. 405, 
Section 63, will not be followed in Iowa. 
The probate court will not inquire into 
the merits of the pending divorce action. 


In a companion case, In re Quinn’s 
Estate, 55 N.W. (2d) 175, it was: 


HELD: The statute pertaining to 
widows’ allowances will not be varied 
because the husband and wife were separ- 
ated at the time of death and the court 
will not inquire into their domestic sit- 
uation at the time of death. The question 
of the right to the allowance is not to be 


decided by a consideration of the merits 
of the widow’s conduct during the mar- 
ried life of the parties. 


CLaims — Time for Filing in Incom- 
petent’s Estate Not Limited by 
Period in Probate Matters 


Colorado—Supreme Court 

State of Colorado Ex Rel Zimmerman v. Es- 

tate of Petzoldt, No. 16860, July 7, 1952. 

Conservator was appointed on April 
18, 1950, and on May 24, 1950, Colo- 
rado State Hospital filed claim against 
the incompetent’s estate for care and 
maintenance in the State Hospital from 
October 1, 1947 to April 30, 1950 in the 
amount of $440. On December 8, 1951 the 
hospital filed its amended claim covering 
to November 30, 1951. Payment of the 
larger amount was refused by the con- 
servator who confessed liability for the 
$440, the amount for which claim was 
filed within six months after the ap- 
pointment of the conservator. 


Colorado statutes require the filing of 
all claims in a decedent’s estate, includ- 
ing unmatured and contingent claims, 
within six months after the issuance of 
letters, and further provide, “Claims 
against the estate of the mental incom- 
petent may be allowed and classified in 
the same manner as against estates of 
deceased persons, and otherwise governed 
by the same rules, so far as applicable.” 


HELD: The trial court was in error in 
disallowing any part of the claim. The 
Colorado State Hospital is not barred 
and does not need to file its claims for 
treatment after the appointment of the 
conservator within six months from the 
date of appointment. 


COMMUNITY PROPERTY Where 
Burden of Federal Estate Tax Falls 


California—District Court of Appeal 


Estate of Cushing, 113 A.C.A. 357 (Sept. 29, 
1952). 


Cushing left the residue of his estate 
to his wife Ina. The residue comprised 





CONTRIBUTING LEGAL EDITORS* 


ARIZ.: H. L. Divelbess—Gust, Rosenfeld, Divelbess, Robinette & Linton, Phoenix 
CALIFORNIA: Walter L. Nossaman—Brady, Nossaman & Paulston, Los Angeles 
COLORADO: Hubert D. Henry—Attorney & Counselor at Law, Denver. 

DISTRICT OF COLUMBIA: Harold A. Kertz—Roberts & McInnis, Washington 
ILLINOIS: R. J. Frankenstein, Jr.—McDermott, Will & Emery, Chicago 

IOWA: Paul F. Ahlers—Stipp, Perry, Bannister, Carpenter & Ahlers, Des Moines 
KENTUCKY: Squire R. Ogden—Ogden, Galphin & Abell, Louisville 

MISSOURI: Robert Neill, Jr.—Thompson, Mitchell, Thompson & Douglas, St. Louis 
NEW MEX:: H. L. Divelbess—Gust, Rosenfeld, Divelbess, Robinette & Linton, Phoenix 
pro- NEW YORK: Joseph Trachtman—Attorney-at-Law, New York City 

B ¥, TENNESSEE: Charles C. Trabue, Jr.—Trabue & Sturdivant, Nashville 


‘This roster is published in the January issue only. In others, only currently reporting attorneys are listed 


ATES] DECEMBER 1952 


scp TTT 


all of Cushing’s share of the community 
estate, some $107,000 of it acquired prior 
to July 29, 1927, some $253,000 acquired 
thereafter. The federal estate tax was 
$18,683.40. 


In fixing the state inheritance tax the 
appraiser took the value of the entire 
estate and deducted all allowable deduc- 
tions, including the federal estate tax. 
He then divided the remainder by two to 
arrive at the value of the community 
property owned by the widow and free 
of inheritance tax. He thus arrived at 
$163,000 as the value of the property 
passing to the widow free of inheritance 
tax. The effect of this method is to re- 
duce the wife’s share of the community 
property which belongs to her free of 
inheritance tax by one-half of the amount 
of the federal tax. 


On exceptions to the appraiser’s re- 
port, the Court sustained the widow’s ob- 
jections and computed the widow’s ex- 
empt share of the community property 
by taking the value of the entire com- 
munity estate, deducting all allowable 
deductions except the federal estate tax, 
and dividing the remainder by two to 
arrive at the community exception. This 
gave a figure for the latter of $173,000, 
resulting, therefore, in a less tax on the 
remaining part of the community proper- 
ty which passed to the widow. The trial 
court made no distinction between com- 
munity property acquired prior to 1927 
and that acquired thereafter. 


HELD: Modified. (1) The widow’s 
one-half of the post-1927 community 
property, since it is not part of the gross 
estate of the husband and is not liable 
for a federal estate tax, is not charge- 
able with any portion of that tax. 


(2) This rule does not apply to pre- 
1927 community property since such 
property is part of the gross estate of the 
husband. The trial court should have de- 
ducted from the value of the entire com- 
munity property, as an ordinary cost of 
administration, that part of the federal 
estate tax that was levied against the 
pre-1927 community property before di- 
viding it by two to ascertain the value 
of the wife’s one-half share that is free 
of inheritance tax. 


NOTE: The wife took half of the “old 
community” tax-free by way of the mar- 
ital deduction. Since the half she took in- 
curred no tax. it should not be charge- 
able with any. The decision seems wrong 
on the second point, and to ignore the 
principle illustrated by Security-First 
National Bank v. Wellslager, 88 Cal. 
App. 2d 210, 198 P. 2d 700 (1948), that 
the tax falls on the gifts which incur it. 
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COMPENSATION — Award for Man- 
agement of Business Held Exces- 
sive 

Arizona—Supreme Court 
In re Warren’s Estate, 248 P. (2d) 873. 


The estate at its inception was in- 
solvent, and the executrix, with the 
court’s permission, kept it open and 
operated a grocery store which was part 
of the estate. The estate was kept open 
for eleven years, during which period 
accountings were filed. In the Final Ac- 
count the executrix asked for extra- 
ordinary compensation in the form of 
monthly wages for keeping the store 
open. The final account showed payment 


of all creditors but the compensation 
asked for left no estate for distribu- 
tion. 


The will gave half of tcstator’s estate 
to his widow and the other half to her in 
trust for two children. 

HELD: 1. A party named as trusiee 
cannot act in such capacity until there 
has been a distribution of the estate to 
the trustee, even though the named trus- 
tee is also the executrix and a _ bene- 
ficiary. 

2. Where trial court is satisfied as to 
proper disposition of all funds to be ac- 
counted for, no error can be charged in 
failure of account to set forth exact in- 
come received. 
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3. Although law requires executrix to 


support account by proper vouchers, 
court may approve account without 
vouchers upon proper evidence where 


there is no question of fraud. 


4. Where executrix was not charged 
for rent or living expenses taken from 
business which she operated for ten 
years, an award of $150 a month for 
extraordinary services was excessive and 
an abuse of discretion. 


DISTRIBUTION — Beneficiary Con- 
victed of Manslaughter Not Barred 
from Sharing in Estate of Victim 


Colorado—Supreme Court 

Strickland v. Wysowatcky, No. 16721, decided 

Oct. 27, 1952. 

Aquilla Cole was convicted of voluntary 
manslaughter for having caused the 
death of his wife. The sole asset of her 
estate was a $2,000 insurance policy on 
her life, payable to her estate. This was 
a suit to prevent Aquilla from inheriting 
his wife’s estate on the ground that to 
do so would permit a beneficiary of a 
life policy who feloniously caused the 
death of the insured to take the insur- 
ance proceeds. 


HELD: The insurance proceeds, having 
been paid to the administrator of the 
estate, no longer are insurance proceeds 
but are estate assets and are governed 
by the statute which provides that only 
persons convicted of murder in the first 
or second degree shall not take by de- 
seent, devise, inheritance or any other 
manner any of the estate, real or per- 
sonal, of the deceased. The husband may 
take the estate and thus take the insur- 
ance proceeds which had become a part 
thereof. 


DISTRIBUTION — Forfeiture Provis- 
ion in Second Codicil Enforced 
When Instrument Found Valid 


United States—Court of Appeals, 
Dist. of Col. Circuit 


Sullivan v. Bond, 198 F. (2d) 529. 


A second codicil to the will of de- 
cedent provided that “in the event that 
any provision of my last will and testa- 
ment, first codicil and this codicil, is con- 
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tested by any of the parties mentioned 
therein or herein, the portion or portions 
of the estate to which such party or | 
parties would be entitled shall be djs. | 
posed of in the same manner as though * 
their name or names had not been mep. 
tioned therein or herein.” A daughter of 
the testatrix contested the first codici] 
and parts of the second on grounds of 
fraud, deceit and undue influence. A jypy 
found that appellee, another daughter 
procured the first codicil by undue infy. 
ence but did not procure the second codici] 
by fraud, deceit or undue influence, The 
District Court enforced the forfeiture 
clause of the second codicil against ap. 
pellant daughter. 


HELD: Affirmed. The forfeiture pro. 
vision in the will was valid and the filing 
of the caveat worked a forfeiture of the 
interest of the beneficiary filing it, jy. 
respective of the question of good faith 
or probable cause for the litigation. 




























DISTRIBUTION— Simultaneous Death 
Statute — Burden of Proof Dece. 
dents Died Otherwise than Simul. 
taneously 

Illinois—Appellate Court, Second District 

In re Adam’s Estate, 108 N.E. (2d) 32, 
Decedents, husband and wife, both died 
from suffocation as the result of a fire 
which partially consumed their home, 

They left no wills or descendants. In 

proceedings to determine their respective 

heirs at law it was necessary for the 

County Court to determine which ée 

cedent died first or whether they had 

died simultaneously. 


Prior to her death the wife was bed. 
ridden as a result of a recent hip frac. 
ture and her body was found in a bed- 
room on the second floor of the home. 
The husband’s body was found in the 
basement of the home where the evidence 
showed the fire had originated. Expert 
witnesses offered contradictory opinion 
evidence as to which decedent had died 
first and the County Court found ther 
was insufficient evidence to prove de 
cedents had died otherwise than simul 
taneously. 

The wife’s 


heirs appealed on the 
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cround that since the fire started in the 
hasement it was reasonable to assume 
there was more carbon monoxide there 
and consequently the husband died first. 


HELD: Affirmed. Giving due consider- 
ation to all the evidence appearing in the 
record, part of which was contradictory, 
it cannot be said the County Court’s 
fnding was contrary to the manifest 
weight of the evidence. The appellants 
have the burden of proving the deaths 
occurred otherwise than simultaneously 
and at best their argument is speculative 
and conjectural. 


JURISDICTION Heirs Necessary 
Parties to Action for Specific Per- 
formance of Contract to Devise 


New Mexico—Supreme Court 
Rubalcava v. Garst, 248 P. (2d) 207. 

This was an action for specific per- 
formance of a contract to make a par- 
ticular disposition of real property by 
last will. The administrator of the estate 
of the deceased was made a party of the 
action. 


HELD: Such a contract would be en- 
forceable against the heirs of the de- 
ceased, and hence the heirs are indispens- 
able parties to the action. 


LIFE TENANT & REMAINDERMAN — 
Former with Right to Consume 
Property May Not Give It Away 


California—District Court of Appeal 


King v. 113 A.C.A. 605 (Oct. 6, 
1952). 


Hawley, 


Sylvester’s will appointed his sister, 
Ida, executrix and gave all his property 
to her, and provided: “*** that she may 
use all the proceeds of my estate for her 
comfort and support; but that whatever 
may be left of my estate at her death 
shall go to James Woodward King of 
Sacramento, California, and to his heirs.” 


The decree of distribution distributed 
the estate to Ida, “*** with the same 
right to sell or otherwise dispose of the 
same or any part thereof during her 
lifetime for her comfort and support; 
but whatever may be left at her death 
to James Woodward King.” 


The decree was made in 1947. Ida died 


— 
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in 1949. Between Sylvester’s death and 
her own, she transferred a large part 
of the property to the defendants. The 
remainderman King brought this action 
to quiet title to certain property which 
originated in Sylvester’s estate. From a 
decree for plaintiff, defendants appealed. 


HELD: Decree affirmed. Ida was given 
the right to use the property for her 
comfort and support and to that end 
could fully consume it and could sell it 
and use the proceeds for those purposes. 
She had no power to give the property 
away or will any of it at her death. 


PERPETUITIES — Provisions for In- 
vasion of Principal and Testamen- 
tary Disposition of Corpus Not 
Effective to Exclude Settlor’s Life 
in Computing Period 

New York—Supreme Court—New York Co. 
Matter of Heller, 115 N.Y.S. (2d) 343. 


The settlor reserved all the income of 
the trust to herself for life; and there 
was a provision for a limited invasion 
of principal for the settlor. The settlor 
also reserved the power, by will, to make 
a completely different disposition of the 
corpus. Her will bequeathed the corpus 
in trust for the lives of her sister and 
brother-in-law. On the question whether 
the absolute power of alienation was sus- 
pended beyond the statutory maximum of 
two lives it was argued that the settlor 
reserved the equivalent of a power of 
revocation by the provisions which per- 










































































mitted an invasion of principal and a 
different disposition of the corpus, and 
that therefore there was no suspension of 
the power of alienation during the set- 
tlor’s life. 


HELD: Neither of the provisions in 
the indenture will support a determina- 
tion that the corpus of the trust was 
alienable during the settlor’s life. Hence, 
the power of alienation was suspended a 
total of three lives, or one life in excess 
of the statutory maximum. 


PowERS — Appointment — Donee 
Had Right to Exclude Possible 
Appointees 


Kentucky—cCourt of Appeals 
Harlan v. Citizens Nat. Bank of Danville, 251 


S.W. (2d) 284. 

The will provided that at the death of 
the donee of a power of appointment, the 
property, ‘“*** shall pass to and vest in 
equal shares in his descendants, per 
stirpes, and his widow, if any, said widow 
to share and be regarded as one of his 
children, provided however that said (the 
donee) may devise his interest to his 
widow, his descendants or my _ de- 
scendants.” The Chancellor held that the 
power of appointment was non-exclusive 
and that the attempt by the donee of the 
power to exercise it so as to devise the 
property to his brother to the exclusion 
of his sister and others who were de- 
scendants of the testatrix, was void. 
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HELD: Reversed. The grant of the 
power of appointment was an exclusive 
one, i.e., the donee could appoint the 
property to his widow and/or to such 
of his descendants or to such of the de- 
scendants of the testatrix as he chose. 


In reaching its conclusion, the Court 
overruled several earlier cases in which 
it had followed the principle of contruing 
powers to be non-exclusive in cases where 
the language of the grant of the power 
left some doubt as to its meaning, and 
stated that it adopted as a correct rule 
the one set forth in Restatement, “Prop- 
erty and Future Interests,” Section 360, 
p. 1985, reading as follows: 


“Unless the contrary is indicated, it is 
the be inferred that the donee is intended 
to have as broad a power of selection 
among the objects, including the power 
to exclude one or more, as the donor 
would have had at the time of creating 
the power or as the donee has with refer- 
ence to his owned (own) property.” 


If the testatrix had intended to bind 
the donee of the power to a division of 
the property among her descendants, she 
“*** might as well not have given (the 
donee) the right to appoint and have dis- 
posed of the remainder herself.” 


PowErs — Limitations — Trustees’ 
Discretion in Refusing to Invade 
Corpus Overruled 


California—District Court of Appeal 

Estate of Ferrall, 113 A.C.A. 516 (Oct. 2, 

1952). 

Ferrall’s will created a trust, with a 
bank and the decedent’s son George as 
trustees, to pay the income to his daugh- 
ter Faye. The trust contained the further 
provision: “That if at any time the in- 
come from the corpus of the trust herein 
created is insufficient to meet the needs 
of my daughter, Faye F. Hamilton, then 
and in that event, in the sole discretion 
of the trustees herein, the trustees may 
pay to my said daughter, Faye F. Hamil- 
ton, such amounts from the principal or 
corpus of the trust sufficient to meet her 
needs, care and comforts.” 


The trustee George was a remainder- 
man as to one-half of the trust. The 
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daughter Faye became incompetent. In 
1950 her guardian petitioned the court 
for an order instructing the trustees to 
invade the corpus to pay for her care and 
maintenance in a sanitarium, the expense 
of which was $475 per month. The trust 
income was only $50 per month. The 
court instructed the trustees to provide 
funds to pay for the beneficiary’s care, 
needs and comfort without regard to or 
consideration of her separate property or 
income or her interest in the community 
property of herself and her husband. The 
trustees appealed. 


HELD: Affirmed. The trustees abused 
their discretion in refusing to invade the 
corpus. They were not required and ap- 
parently not permitted to consider the 
beneficiary’s other income or resources. 
SpousE’s RIGHTS — Method of 
Charging Widow’s Allowance and 
Homestead 


Colorado—Supreme Court 
Wallace v. First National Bank of Colorado 


Springs, decided June 16, 1952. 

Approximately one year before the de- 
cedent’s death the claimant, decedent’s 
wife, filed a homestead on her husband’s 
home property, under the statutes grant- 
ing every householder a homestead ex- 
empt from execution and attachment in 
a value not exceeding $2,000. The widow 
also filed her claim for widow’s allow- 
ance in the amount of $2,000. The trial 
court directed the payment of the widow’s 
allowance as a prior claim, then out of 
the balance of the estate directed the 
payment of $2,000 in satisfaction of a 
homestead interest to the widow, then 
directed that the other heir or heirs 
should receive the sum of $2,000 and the 
balance of the estate then divided one- 
half to the widow and one-half to the re- 
maining heirs. The widow appealed from 
this decision, claiming that the $2,000 
paid to her as a homestead shculd be paid 
first out of the assets of the estate after 
the widow’s allowance and should not be 
offset by corresponding payment to the 
other heirs. 


HELD: After payment of the widow’s 
allowance of $2,000, an additional $2,000 
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should be set aside in satisfaction of the | 


widow’s homestead rights, and after pay. 
ment of both of these sums, the balance 
of the estate should be divided equally 
one-half to the widow and one-half to the 
other heirs. (The homestead has subge. 
quently been raised by legislative action 
to $5,000.) 


TAXATION — Estate and Inheritance 
— Allocation of Deductions Where 
Property Located in More Than 
One State 


Illinois—Supreme Court 
People v. Beckers, 108 N.E. (2d) 5, 

Decedent, a resident of Maryland, died 
owning property located in both Mary. 
land and Illinois. The bulk of the Illinois 
property was real estate. The estate was 
administered in Maryland and there was 
ancillary administration in Illinois. The 
Illinois administrator filed an Illinois 
inheritance tax return which reported 
the gross value of the Illinois estate of 
$137,434.27 and listed as deductions ap- 
proximately 65.715 per cent of the com. 
bined debts and expenses of administra- 
tion paid in Illinois and Maryland which 
was the percentage of the entire estate 
represented by Illinois assets. The Coun. 
ty Court assessed the Illinois inheritance 

tax on the basis of said return. 


The Attorney General appealed on the 
grounds (1) there was no authority in 
the inheritance tax law for prorating 
the total deductions of decedent’s estate, 
(2) all of said debts and expenses except 
those for the ancillary administration in 
Ilinois were in fact allowed and paid by 
the Maryland executor, and (3) under 
Illinois law personal property must be 
exhausted before resort may be made to 
real estate to pay debts and expenses 
of administration. 


HELD: Affirmed. The question pre 
sented for determination is not the 
proper application of assets to the pay- 
ment of debts and expenses of admin- 
istration but the proper construction of 
the words “beneficial interests” as used 
in the Illinois Inheritance Act. The in- 
heritance tax is assessed against bene 
ficial interests. This is a proper case for 
application of the so-called proration of 
deductions doctrine. It seems most just 
for the entire estate to be credited with 
its respective share of the estate liabil 
ities no matter what fund may be used 
to pay the debts and expenses of admit- 
istration. 


There is no authority in Illinois whieh 
implies that the source of payment of 8 
decedent’s debts controls their allowan¢ 
as inheritance tax deductions, and aj 
legitimate debt of a decedent’s estate may 
be proved and collected in Illinois with 
out attaching any situs thereto. Bent 
ficial interests and not where the debts 
were paid or from what fund is the mat 
ter which is significant for Illinois i 
heritance tax purposes. 
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Wwitts — Construction — Remain- 
dermen Must Survive Life Tenant 
to Receive Share of Estate 


Missouri—Supreme Court, Div. 1 
In re Hughes’ Will, 251 S.W. (2d) 94. 


Testator created a trust for the 
benefit of his widow for ilfe and upon 
her death to pass according to Paragraph 
Sixth of the will as follows: 


“I hereby name as my children and 
grandchildren, Oscar Hughes, Ordella 
Hughes Taylor, Julia Ellen Hughes Knud- 
sen, and Ernest, Harold, Viola, Melvin, 
Ruth, Earl and Evelyn Hughes, children 
of Fred Hughes, dec. It is my will that all 
the rest, residue and remainder of my 
property, real and personal and mixed, 
I hereby devise, will and bequeath to each 
of my children, grandchildren and great 
grandchildren, as per capita, to share and 
share alike, provided that on the death of 
any of my children, grandchildren and 
great grandchildren, then the survivors, the 
then living children, grandchildren and 
great grandchildren, shall in this my will 
divide my estate, share and share alike; 
and the descendants, or spouses of any de- 
ceased devisee or legatee shall not share 
in my estate, in this my will. It is my will 
that all my property, both real and _ per- 
sonal, not specifically devised, in any prior 
clause, shall pass under and by the terms 
of this residuary clause, and that my ex- 
ecutors, shall make this division, to my 
heirs, according to the discretion vested 
in them in the fifth clause of this my will.” 


Two grandchildren were named as ex- 
ecutors. During the widow’s lifetime, they 
brought a suit to construe the will. The 
trial court held that upon the death of 
the widow the residuary estate should 
pass to such of testator’s children, grand- 
children and great grandchildren as 
should be living at the time of testator’s 
death. Two of testator’s children ap- 
pealed. 


HELD: Judgment modified to provide 
that upon the death of the widow the 
residuary estate should pass to such of 
testator’s children, grandchildren and 
great grandchildren as should be living 
at the death of the widow, share and 
share alike. He did not intend that the 
residuary estate should go only to his own 
children and the children of his deceased 
son. The sentence naming these persons 
was not dispositive. The word “heirs” 
(not “heirs at law”) did not refer to the 
named persons; it referred to all his 
children, grandchildren and great grand- 
children in the dispositive provision. 


The interests willed in Paragraph Six 
were contingent, not vested. The pro- 
vision “to each of my children, grand- 
children and great grandchildren, as per 
capita, to share and share alike,” stand- 
Ing alone, devised and bequeathed inde- 
feasible vested interests to those who 
survived the testator. However, the 
widow was given a life estate and in the 
Provided” clause of Paragraph Six a 
death was referred to. Where there is a 


gift of a particular interest in the same 
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property, antecedent to the gift of the 
person whose death is spoken of, the 
death, in the absence of a contrary in- 
tent, is construed to be a death in the life- 
time of the first taker whether subse- 
quent or prior to the death of the testa- 
tor. 

The phrase “and the descendants or 
spouses of any deceased devisee or legatee 
shall not share in my estate” was incon- 
sistent with prior clauses insofar as “de- 
scendants” were concerned and would be 


, rejected unless construed to mean only 


that grandchildren and great grandchil- 
dren were not to have shares additional 
to their per capita shares. 


WILLs — Probate — Approval of 
Will Before Incompetency Does 
Not Validate It 


United States—Court of Appeals, 
Dist. of Col. Circuit 


Collins v. Dobbins, 198 F. (2d) 763. 

The question is whether the alleged 
will of Marion E. Sabbs was duly exe- 
cuted. The trial judge found that testa- 
trix was not in a condition to execute 
a will with judgment and understanding 
at the time she signed the will, but never- 
theless directed a verdict sustaining the 
will because he found that the decedent 
was able to perform the physical act of 
signing her name and because she had 
orally expressed to a witness her ap- 
proval of it before she became mentally 
incompetent. 


HELD: Reversed. D. C. Code, 1940, 
Title 19, Section 101, provides “no will, 
testament, or codicil shall be good and 
effectual for any purpose whatever unless 
the person making the same ** be, at 
the time of executing or acknowledging 
it, *** of sound and disposing mind and 
capable of executing a valid deed or con- 
tract.” 


WILLs — Probate — Express Re- 
quest by Testator to Witnesses Not 
Required for Valid Execution 

Tennessee—Court of Appeals, Eastern Section 
Miller v. Thrasher, 251 S.W. (2d) 446. 

A neighbor and friend of testator wrote 
testator’s will. Testator and his wife 
went to the home of this neighbor to exe- 
cute the will but the neighbor, being of 


the opinion that younger persons should 
witness the will, went with testator to a 
nearby store, where the neighbor asked 
the owner of the store and an employee 
to witness the will. The neighbor read 
the will to them, and testator made no 
statement whatever, but testator then 
signed the document and the witnesses 
signed in his presence. Contestants of-the 
will contended that an express request 
by the testator himself to the witnesses 
is necessary for a valid execution of the 
will. A jury found in favor of the will. 


HELD: Affirmed. Under the Uniform 
Wills Act it is not necessary that an 
express request be made by the testator 
to the witnesses that they witness his 
will. The statute simply requires that he 
signify to them that the instrument is 
his will, and that may be done by impli- 
cation from his conduct and from the 
attending circumstances. It is sufficient 
for a third person to make the request 
if testator knows the witnesses are sign- 
ing on his behalf and makes no objec- 
tion. Here there was ample evidence 
from which the jury could conclude that 
the neighbor requested the witnesses to 
sign in’ the presence of testator and of 
each other, and that they did so. 


WILLs — Probate — Lesser Degree 
of Publication for Probate of Holo- 
graphic Will 

New York—Appellate Division, First Dept. 
Matter of Pulvermacher, N.Y.L.J., Nov. 13, 


1952. 

The question was whether a holo- 
graphic will otherwise validly executed 
should be denied probate for lack of due 
publication. The subscribing witnesses 
testified that they were ignorant that the 
instrument they signed was the de- 
cedent’s will. 


HELD: The test is not whether the 
witnesses were aware of the nature of 
the instrument but whether the words 
and actions of the decedent were suffi- 
cient to convey to an ordinary mind the 
idea that it was a will. What the de- 
cedent did and said when he signed the 
instrument was sufficient to convey that 
idea to the average person. Hence, the 
instrument may be admitted to probate. 
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797-876 November 
877-964 December 
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Where Burden of Federal Estate Tax Falls— 
Cal.—955 
Trusts for Tax Saving—Whitfield J. Collins 
42 
e 


Adequate Fees for Regular and Special Try 
Services—C. H. Owens—202 

Attorney’s Fees—Contingent Amounts Mg; 
Not be Approved by Court—Calif.—23] 

Award for Management of Business Held fy. 
cessive—Ariz.— 956 

Cost and Charges—Question Period—Wm, ¢. 
Cleaver—116 

Executor’s and Attorney’s Fee Where Former 
is Removed—Mass.—151 

Fee on Non-Probate Assets—New Law Recog. 
nizes Executor’s Extra Tax Burden—Jay 
Knox—556 ; 

Flat Percentage Fee for Executor Rejected by 
Court—Ontario—543 

Flexible Trust Fee?—-To Meet Increasing Ad. 
ministrative Costs Due to New Laws and 
Rulings—J. L. Propst—372 

Florida Trust Earnings Show Gain—6 

Illinois Trust Earnings Off—482 

Maryland Trust Earnings Up—555 

Member Bank Trust Earnings Reported—243 

Realistic Trust Fee Increases Prerequisite to 
Fair Profit—Harry M. Bardt—94 

Second Dist. Banks Report Trust Earnings— 
804 

Trust Fees and Common Fund _ Expansion 
Studied by N. Y. Banking Department—5j; 

Trust Fee Schedule Adopted in Alabama—if? 

12th District Earnings Up—482 

Why Washington Trust Earnings Rose—69/ 


DRA 


ECO 


Oral Contract Not to Alter Will Governed by 
Law of Domicile—N.Y.—543 

Law of Domicile Rather Than Situs of Trs 
Controls—Me.—-794 


Boston Council Honors Founders—448 

Life-Trust Council Formed in Toronto—8é 

New Estate Planning Council in Albany, Ge 
—554 

Trust Council News—-Monthly Feature 

Trust Educational Program Put on by Dalla 
Estate Council—449 


Ademption of Specific Legacy is Effected y 
Extinction of Thing or Fund Bequeathed- 
U. S.—398 

Adopted Child is Not Beneficiary of a Gift t 
“Children’”—R. I.—790 

Advancements—Ky.—231 

Beneficiary Convicted of Manslaughter 
Barred from Victim’s Estate—Colo.—96 

Deficiencies in Annual Trust Income Abat 
Ratably—Pa.—607 

Delivery of Estate Assets in Kind Where Heir 
Disagree—Pa.—151 

Designation of After-born Child as Beneficia” 
of Ingurance Constitutes ‘‘Settlement” Pre 
cluding Intestate Share—N. Y.—791 i 

Entire Trust Income Payable to Conservatt > 
Irrespective of Incompetent’s Needs—la- 
64 

Fiduciary Law & Procedure—Stock Bequests § 
Appraisers: “Tangible Personalty”; Pert 
tuities ; Renunciation by Heir—D. M. Sch f 
ler—752 : 

Fiduciary Not Liable for Distribution “fF 
Corpus to Intestate Distributee Prior °F 
Knowledge of Will—N. Y.—325 

Forfeiture Provision in Second Codicil PP 
forced When Instrument Found Valid—U. * ; 
—956 : 

Issue Includes Adopted Child of One of & 
Settlors Only to Extent of His Contribution @ 
to Corpus—N. Y.—326 a 

Legacies to Supernumerary Witnesses Void— 
Quebec—398 
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DECEMBER 1952 





Marital Deduction Formula Legacy Preferred 


Over Specific Bequests—N. Y.—872 

No Right of Retainer Against Heir for Debt 
of Ancestor—Wash.—65. 

Private Contract of Adoption Insufficient to 
Confer Rights of Pretermitted Child Upon 
Illegitimate Son—Tenn.—544 

Right of Inheritance by German Nationals 
Calif.—150 

Rights of Devisee to Property Under Contract 
of Sale—Wash.—470 

Simultaneous Death Statute—Burden of Prceof 
Decedents Died Otherwise than Simultan- 
eously—I1].—956 

Statute of Limitations Not Tolled by Alien 
Enemy Status of Heirs Seeking to Recover 
Escheated Property--Ore.—65 & 607 

Stock of Realty Corporation Passes as Per- 
sonalty Although Decedent was Sole Stock- 
holder—Tenn.—-791 

Stranger’s Legacy Abates to Same Degree as 
That to Kindred—Calif.—398 

Tax Saving from Planning ad Review—Wil- 
liam E. Magee—11 

Trustee Justified in Withholding Income from 
Life Tenant—Ia.—326 





DRAFTING WILLS & TRUSTS 


Drafting a Simple Will for a Moderate Sized 
Estate—John Ritchie, ITI—724 

Tax Aspects of Drafting Wills and Trusts 
George J. Laikin—417 & 488 

Draftsmanship: Wills and Trusts Comm. Re- 
port—Jos. Trachtman—772 

Fiduciary Law & Procedure—Stock Bequests ; 
Appraisers; ‘“‘Tangible Personalty”: Per- 
petuities; Renunciation by Heir—D. M. 
Schuyler—752 

Wills for Oil Men--Thos. A. Knight—888 


ECONOMIC & FINANCIAL 


Dollars for Defense—or Political Tribute ?— 
Editorial—241 

Economic Education—-Paul H. Conway-—72 

Needed: Millions of Politicians—Trustees’ 
Role on the Home Front—Editorial—409 

Our Common Estate—Resolution, Not Revolu- 
tion, Makes It Great— Editorial—4 

Steps to Solvency—-As Viewed in English Bank 
Reports—215 

The Battle for Sound Money—Editorial-—298 

The Campaign Issue—For Leaders of the Busi- 
ness World—Editorial—161 

The New Leadership—Editorial—801 

Your Home Town—Good Place to Live or to 
Leave ?—Editorial— 689 


ESTATE ANALYSIS & PLANNING 


Tax Aspects of Drafting Wills and Trusts 
George J. Laikin—417 & 488 

Estate Planning for Farmers—George E. Al- 
len—597; for Physicians—W. S. McClana- 
han—551 

Have You Made Your Will ?—Father McKeon 
—71 

Lapsed Powers and Marital Deduction a Path 
to Tax Saving—Eugene P. Walsh—12 

Marital Deduction Choice—‘‘Estate Trust” or 
Power of Appointment—Henry Cooper—140 

Planning Insurance Estates—Henry E. Hai- 
man—191 & 479 

Post-Mortem of S. Simon Selfmade—A “Will- 
ful” Drama—Paul B. Sargent—484 

Tax Saving from Planning and Review—Wil- 
liam E. Magee—11 

The Life Underwriter and His Personal Es- 
tate—John Barker, Jr.—558 

Time to Clean House—335 & 552 

Trusts for Tax Saving—Whitfield J. Collins— 
42 

The Zombie Trust—G. T. Remsen—407 





ESCROWS 


Agent Liable for Payment on Forged Papers 
—Mo.—65 


EXPENSES 


Allowance Made to Beneficiary for Attorney’s 
Fees in Resisting Charges in Executor’s Ac- 
count—Calif.—66 

Funeral and Tombstone Bills Erroneously Paid 
by Widow Personally Not Recoverable from 
Estate—Mo.—399 





Reciprocity, Pension Investments, Economies 
—Joseph W. White—78 


FOREIGN TRUST SERVICE 


Aloha Approach to Estate Planning (Hawaii) 
—Joseph Trachtman—524 

An Australian Looks at Trust Business— 
George O. Legg—588 

Australian Trust Companies Report Year's 
Activities—591 

Canada’s Trust Business Comes of Age—J. G. 
Hungerford & C. N. Bissett—260 

Canadian Trust Business Sets Records—271 

Trust Business in Sweden—Bertel Rennerfelt 
—5h2 & 240 


GIFTS 


Constructive Delivery Sufficient—Apprehension 
of Imminent Death Not Essential—Ia.—399 


GUARDIANSHIP 


Guardian May Not Compel Father to Turn 
Over Automobile Purchased with Funds 
Earned by Infant—N. Y.—872 


INSURANCE 
Liability & Property 
Loan from Company Not Reimbursable by 
Insured’s Estate—Pa.—471 
Life 
Agreement for Disposition of Proceeds of Ma- 
tured Endowment Policy Did Not Violate 
Statute of Wills—Wash.—544 
Exercise of Optional Settlement by Beneficiary 
Held Invalid as Testamentary—N. Y.—152 
Insuranee Aspects of Marital Deduction—J. 
Leonard Lyons—300 
Life Insurance Taxation—Martin M. Lore 
365 
Planning Insurance Estates—Henry E. Hai- 
man—191 & 479 
“Progressive” Underwriting—455 
Return of Unused Portion of Premium Pay- 
ment Denied to Payor’s Executor—Pa.—608 
Written Assignment of Policy by Decedent 
Ineffective without Delivery—Minn.—399 
aa 
INSURANCE TRUSTS 
Assignee of Policies Need Not Have Insurable 
Interest—Mo.—545 
Direction to Invest in Legals ‘‘Now Permit- 
ted’’—Applicability of Modified Prudent Man 
Rule—N. Y.—400 
Effect of Prudent Man Act on Preexisting 
Trust—Exchanged Securities—N. J.—152 
Modification of Provisions of Irrevocable Trust 
Permitted—W ash.—872 
New ‘Prudent Man” Investment Statute In- 
terpreted—-N. J.—470 
Some Unexplored Aspects of Business Pur- 
chase Arrangements—Albert Mannheimer & 
Joel Friedman—16 
Tax Effects of Buy-Sell Agreements—Carl A. 
Stutsman, Jr.—582 





INVESTMENT POWERS 


Investing Under Prudent Man Rule—N. Y. 
Experience Reviewed—Comment on Equities 
—Bascom H. Torrance—838 

Prudent Man Rule for Trust Investments— 
Comm. Report—H. M. Bardt—770 

Divided-Loyalty Rule—Caveat to Draftsmen to 
Avoid Absolute Liability of Trustee—Rus- 
sell D. Niles—734 


INVESTMENTS 


Bituminous Industry Has New Outlook—H. B. 
Brown, Jr.—704 

Bond Market Review—First Quarter—Harry 
F. Jonsson—294; Second Quarter—Chas. S. 
Parker, Jr.—496; Third Quarter—R. A. 
Schlumpf—701 

Bonds or Stocks in 1952? Equities Viewed with 
Less Favor—Raymond Rodgers—275 

Bond Yields—R. P. Chapman—446 

Boom in Airline Passenger Traffic—Wilfred 
Carsel & Jesse Sternberger—436 

Canadian Equities in Canadian Trust Funds— 
913 

Canadian Securities—James R. Clarke—575 


Cargo Rides the Airlanes—F. Lee Moore, Jr. 
-432 

Changing Relation of Stock and Bond Yields 
—352 

Cigarette Companies’ Future—Harry M. Woot- 
ten—508 

Coastwise Shipping and Inland Waterways— 
Jacques Nevard—430 

College Investment Funds—J. Harvey Cain 
572 

Confidence Keynotes Outlook fer Electric Util- 
ities—P. L. Smith—899 

Ccuntry Store in Modern Dress—Roy Miller- 
504 

Factors Affecting Dividends—J. C. Jenks—183 

Electric Utility Commons for Institutional In- 
vestors—W. T. Hyde, Jr.—904 

Executor-Trustee Liable for Interest on Fail- 
ure to Invest—Calif.—608 

Food Industry—Frank K. Lawler—501 

Formula Investing—Ten Years Experience 
Demonstrates Merits—Charles F. Zukoski, 
Jr.—98 

Fundamental Principles Lawyers Should Know 
—Louis S. Headley—739; Selection of Se- 
curities—Harry M. Bardt—742 

“Hidden Revolution” In Railroading—James 

G. Lyne & William H. Schmidt, Jr.—340 

Impact of Emergency on Trust Investments— 
Marcus Nadler—85 

Investing Under Prudent Man Rule—N. Y. 
Experience Reviewed—Comment on Equities 
—Bascom H. Torrance—838 

Investment Companies Purchase Utilities—835 

Investment Opportunities in Canada’s Boom- 
ing Economy—J. E. Conner—256 

Investments in the Oil Industry—Five Types 
Analyzed for Trust Suitability—-Roy M. Hutf 
& T. H. Hammett—908 

Long Index of Mutual Funds—Monthly fea- 
ture 

Map: of States Approving Mutual Funds for 
Trustee Use—280 

Memos of the Month—Feature beginning 
March 

Moody’s Investors Yield Tables—Monthly be- 
ginning June 

Motor Freight Industry—Leon F. Banigan— 
428 

Mutual Fund Conference—181, 566 

Mutuals Cross the Border—364 

Mutuals’ Size Worries S.E.C.—Henry A. Long 
—718 

Natural Gas Goes to Town—Richard A. Rosan 
—830 

New Canadian Mutual—438 

New York Trustees Under The Prudent Man 
Law—B. H. Torrance—37 

1951 Corporate Financing and Securities Mar- 
kets—176 

Pipelines Important in Oil Transportation— 
435 





* Public Utility Preferreds—Their Place for 


Institutional Investors—T. W. Locke—279 
Questions on Trust Investments—Panel—115 
Ratio Analysis as Applied to Securities—912 
Selection cf Growth Stocks for Trust Invest- 

ment—-W. Brewster Winton & Murray C. 

Trescott—288 
Selling Shares in America—Henry A. Long—- 

354 
Sidelights on Institutional Investment—Month- 

ly Column 
Tax Exempt Bonds as Savings Bank Invest- 

ments—Alfred J. Casazza—187 
Tax Free Income for Institutional Investors—- 

Dell H. Stevens—173 
Tax Road-Blocks to Investment—G. Sidney 

Houston—177 
Textile Industry—C. W. Bendigo—567 
Trustees Surveyed on Stocks—688 
Two New Mutuals Organized—566 


JOINT TENANCIES 


Account Belongs to Decedent’s Estate as In- 
effective Testamentary Disposition—Conn.— 
471 

Property Passes to Estate of Victim of Mur- 
derer-Suicide—Wis.—471 


JURISDICTION 


Heirs Necessary Parties to Action for Specific 
Performance of Contract to Devise—N. Mex. 


—957 : 
Probate Court Cannot Try Title Controversies 
—-Ore.—66 


Power of Probate Court to Appoint Adminis- 
trators Ad Litem—Tenn.—400 
Two Administrations Recognized—Ariz.—545 


961 















































































































































































U. N. Charter Does Not Affect Alien Land 
Law—Statute Violates Equal Protection 
Clause—Calif.—546 


LAWS & LAW REFORM 


Allocating Stock Dividends—Need for Retro- 
spective Law to Avoid Income & Principal 
Problems—Dermod Ives—851 

Fiduciary Transfers—Creighton S. Miller—765 

1952 State Legislation on Trusts & Estates— 
P. Philip Lacovara—774 

Outside the Probate Code—Probate Law Pro- 
visions May Lurk Elsewhere—S. M. Far- 
rand—730 

Pennsylvania’s New Fiduciary Acts—E. C. 
Shapley Highley—49 

Trust & Probate Literature 1951-1952—H. H. 
Benjamin—776 

Uniform Common Trust Fund Act Amended— 
804 


LIFE INSURANCE RELATIONS 


Bar, Underwriter Relations 
Kansas Trust Meeting—251 

The Life Underwriter and His Personal Es- 
tate—John Barker, Jr.—558 


Highlighted at 


LIFE TENANT & REMAINDERMAN 


Allocating Stock Dividends—Need for Retro- 
spective Law to Avoid Income & Principal 
Problems—Dermod Ives—851 

Allocation of Expenses & Taxes Where Estate 
is Trusteed—New Mexico—153 

Capital Gains Tax—Allocation Between Prin- 
cipal and Income—Accumulations--I]].—472 

Court Overrules Trustee’s Discretion in Allo- 
eating Stock Dividend to Principal Calif. 
—66 

Deceased Life Tenant’s Executor Entitled to 
Accumulated Trust Income—R. I.—608 

Former with Rights to Consume May Not Give 
It Away—Cal.—957 

Life Estate Created—-Okla.—-791 

Life Tenant May Hold Adversely to Remain- 
dermen Where Interests Are Not Created by 
Same Instrument—Tenn.—400 

Obligation of Latter to Make Principal Pay- 
ments on Mortgage—N. Y.—153 & 233. 

Stock Dividends Distributed in Interest of Pre- 
serving Corpus—Tenn.—873 

Will Created Life Estate with Power of Dispo- 
sition—Life Tenant Not Accountable for 
Income—W is.— 472. 


LIVING TRUSTS 


Bank Account Trusts—Should They Be Pre- 
sumed to be Fraudulent ?—H. L. Oleck—39 
Irrevocable Trust May be Revoked Where Re- 
versionary Interest Retained—Ariz.—546 
“Pour Over’ Trusts—A Renewed Warning to 
Draftsmen—Mayo Adams Shattuck—207 
Revocable Trust Where Settlor was Co-Trustee 

Held Not Testamentary—N. Y.—232 
Savings Bank Trust Void for Lack of Notice 
to Beneficiary—473 
Settlor’s Reservation of Powers Does Not Ren- 
der Deed Testamentary—Testamentary Addi- 
tion to Inter Vivos Trust Upheld—Ky.—400 
Transfer of Realty Deemed Passive Trust— 
Partition—Wis.—401 


e 
MANAGEMENT 
Personnel 
Compensation for Trustmen—M. D. Conklin— 
304 
Estate Planning as a Career—Halsey C. Bech- 
tel—411 
Personnel Administration—Charles A. Burton 
—263 
Policies 
Advisory Committee Functions—W. P. Welker 
—800 


Broader Trust View—C. Francis Cocke—84 

Dividend-Loyalty Rule—Caveat to Draftsmen 
to Avoid Absolute Liability of Trustee— 
Russell D. Niles—734 

More Than Money—Humanities of Trusteeship 
Count—Editorial—337, 

More Than One Trust Investment Committee 
Permitted—495 

No Problems, No Fees—Editorial—802 

Smaller Trust Departments Problems—E. F. 

Cates 


27 
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Statement of Policies for Exercise of Discre- 
tionary Powers of Distribution—Robert Ben- 
jamin—125 

The Cooperative Fiduciary—Editorial—73 


NEW BUSINESS 


Clients Need More Than Cliches—Joseph 
Trachtman—38 

Climate for Trust Service—Edit.—881 

More Business from Better Service—Wm. O. 
Heath—947 

New Business and Advertising—Earl S. Mac- 
Neill—116 

New Business Aspects of Common Funds— 
Symposium: What New Business Attracted? 
—N. Friedman—857; Advertising—H. P. 
Sommer, Jr.—858 ; Does Fund Increase Prof- 
its ?—Maurice James—861 

New Business Panel at Pennsylvania Trust 
Conference—25 

Training Drama Produces New Business Pros- 
pects—Chicago Title & Trust Co.—21 

Trvst Administration and New Business— 
J. G. Atkins—522 

Trust Service for Farmers—Robt. S. Davis 
944 

What the Trust Department Should Tell: Its 
Customers—Thomas H. Beacom—106; Its 
President—Walter Kennedy—108; Its Direc- 
tors—R. M. Alton—109; Its Stockholders— 
S. P. Goodenough—111 


PENSION & PROFIT SHARING TRUSTS 


Administrative Functions of a Committee— 
Frederick E. Donaldson—762 & 800 

How G. E. Pension Fund Is Invested—J. D. 
Lockton—444 

Investment and Social 
Funds—578 

Investment Aspects of Pension Funds—Roger 
F. Murray-——-36 

Pattern of Pension Plans—Effects of Union 
Negotiated Plans on Scope—J. V. Strong— 
198 

New Wage Regulations—Charles D. Spancer— 
244 

Pension Fund Effects on Economy—H. G. 
Guthman—33 

Opportunities for Trusteed Business in Can- 
ada—J. Fraser Coate—264 

Patterns in Pension Trusts: Self-Employed 
Plans—Equity Funds—Profit Sharing—C..A. 
Bethel—934 

Pension Roll Dilemma—Counteracting Infla- 
tion’s Effect on Criterion of Adequacy—Dor- 
rance C. Bronson—412 

Pension Trust Managers Study Insured Mort- 
gages—55 

Pension Trusts May Be Stabilizing Factor— 
H. C. Alexander—515 

Prepare to Retire—Opportunities for Finan- 
cially Trained Executives—Rex Reeder—818 

Reciprocity, Pension Investments, Economies— 
Joseph W. White—78 

Retirement Funds for Self-Employed—J. K. 
Taylor—Comm. Report—783 

Tax-Favored Pensions in Sight for the Self- 
Employed—E. S. MacNeill & G. T. Wallis— 
808 


Effects of Pension 


PERPETUITIES 


Charitable Trusts for Maintaining Public 
Cemetery Valid but Trust for Private Ceme- 
tery Held a Perpetuity—Tenn.—791 

Fiduciary Law & Procedure—Stock Bequests ; 
Appraisers: “Tangible Personalty”; Perpe- 
tuities ; Renunciation by Heir—D. M. Schuy- 
ler—752 

Provisions for Invasion of Principal & Tes- 
tamentary Disposition of Corpus Not Effec- 
tive to Exclude Settlor’s Life in Computing 
Period—N. Y.—957 

Retention of Share in Trust until Majority 
Creates Unlawful Restraint on Alienation— 
Invalid Provision Excised—Calif.—153 

Rule Applies to Assignment of Endowment 
Policies but Held Not Violated—Ky.—232 

Rule Does Not Apply to Marital Deduction 
Trust under Which Executor is to Select 
Qualifying Property—Ohio—154 

Twenty-five Year Trust Does Not Violate Rule 

—N. C.—327 





POWERS OF APPOINTMENT 


Donee Had Right to Exclude Possible Appoin. ? 


tees—Ky.—957 


General Residuary Clause Exercises Power In 
Exercised Specifically —Pa,—¢qg 
Law and Taxes—Question Period—Don H. 


etfectively 


McLucas—116 


+ 
POWERS 
Foreign 
Designation of Trust Company by Non-Regj. 


dent Alien is Valid—N. Y.—402 
Reciprocity, Pension Investments, Economie;_ 
Joseph W. White—78 : 
Rights of Non-Resident Trust Companies +, 
Act as Fiduciary Under Laws of Varig, 
States—Chart—Leon Schaefler—-143 
Limitations 


Agreement by Trustees to Sell Property, gy, 
ject to Authority from Probate Court, Cap. 
not be Enforced if They Are Unable to Q}. 
tain Authority—Mass.—327 

Discretion in Executor to Distribute Assets— 
Ariz.—474 

Extent to Which Appeal Stays Exercise oj 
Executor’s Power to Sell Real Property— 
N. Y.—473 

Scope of Power to Invade Principal for “Beg, 
Interests” of Beneficiary—N. Y.—233 

Trustee’s Discretion as to Amount of Fund— 
Neb.—792 

Trustees’ Discretion in Refusing to Invade 
Corpus Overruled—Cal.—958 

Trustee’s Power of Sale Continues after Term. 
ination of Trust—Ill.—546 


PUBLIC RELATIONS 


Economics of Capital (Corporation Ads of the 
Month)—812, 895 

Forum Roundup—Monthly Feature 

Future of Forums—Editorial—242 

New Forum Survey—700 

Public Opinion Surveyed on 
Trust Questions—165 

Trust Officer’s View of Public 
Robt. A. Wilson—892 

Women’s Finance Forums—Dorothy William 
—420 

Women’s Finance Forums as Trust Developer 
—379 


Banking and 


Relations— 


REVOCATION & TERMINATION 


Arrearages in Annuity Payments Do Not Re 
quire Continuation of Trust Beyond Stip- 
lated Time—Ia.—67 

Cutting off Signature Invalidates Will—Ill- 
328 

Doctrine of Dependent Relative Revocation 
Not Applicable—Ida.—609 

Failure to Mention Prior Amendment in Rati- 
fication Clavse Did Not Revoke It—IIl.—ti 

Settlor May Cancel Irrevocable Trust by Ex 
ercising Power to Change Beneficiaries— 
Pa.—610 

Trust Ended for Failure to Administer Ac 
cording to Terms—Wash.—874 

Trust Ended on Acquisition of Beneficiarie 
Interests—Okla.—793 


SPENDTHRIFT TRUSTS 
Alimony Claim of Beneficiary’s Former Wit 
Rejected—Ia.—328 
Protection of Beneficiary’s Interest Ne 
“‘Necessary Service” Entitling Attorney 
Lien—Okla.—402 


SPOUSE’S RIGHTS 


Bequest of Statutory Share Prevails ove 
Worthier Title Rule—Ia.—67 

Decree of Distribution Does Not Terminate 
Widow’s Allowance—Okla.—609 

Desertion Does Not Forfeit Widow's Allow 
ance—Ia.—955 

Homestead Rights Not Barred by Agreement- 

Ore.—154 


TRUSTS AND ESTATES 
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Household Furnishings Must be Inventoried 
and Valued by Court for Exemption—Mo.—- 


2 

ceded Furniture Situated Within or With- 
out State Belongs to Intestate’s Widow— 
Mich.—155 

Insane Spouse’s Right of Election May Not be 
Exercised by Guardian—Tex.—231 

Method of Charging Widow’s Allowance and 
Homestead—Colo.—958 

Non-resident May Not Claim Probate Home- 
stead—Ariz.—233 

Proceeding to Open Default in Electing to 
Take Intestate Share Held not Timely— 
N. Y.—67 

Provision Forfeiting Inheritance to Sons on 
Election Against Will Not Against Public 
Policy—Pa.—792 

Spouse’s Election & Marital Deduction—Har- 
old C. Jesse—768 

Widow’s Interest Under Marital Deduction 
Tax Formula Clause Fixed Without Refer- 
ence to Property Passing Outside Will— 
N. Y.—792 


STATISTICS 


Business 
Corporate Net Profits Down in 1951—182 


Corporation Profits Misleading—E. S. Free- 
man—185 

Government Revenues vs. Private Savings 
189 

Net Income of Leading Corporations 1950-1951 
—299 

Historical 

America’s Oldest Banks—1l. First National 
Bank of Mobile, Ala.—867 

Plainfield Trust Celebrates 50th Anniversary— 


386 
Wisconsin Bank 100 Years Old—595 
Trust Funds 
Bank Annual Reports—Trust Gains Revealed 
—119 


Canadian Trust Business Sets Records—271 

Connecticut Trusts Up 8%—347 

Illinois Trust Funds Up—6 

Massachusetts, Pennsylvania Trusts Up—165 

More Trust Business In 1951—Annual Reports 
Show Higher Costs and Taxes Cut Gross 
Earnings—217, 314, 387, 456 

Pennsylvania Trust Operations Surveyed—529 

Trusts Up in Oregon—490 

Where Corporate Dollar Goes—555 


SUCCESSOR FIDUCIARY 


Surviving Trustees May Carry on Affairs of 
Trust Without Appointment of Successor— 
N. J.—873 


TAXATION 


Estate & Inheritance 
Allocation of Deductions Where Property 
Located in More than One State—II].—958 
Allocation to Residuary Trust to Obtain 
Maximum Marital Deduction—Texas—402 
Canadian Death Duties on American Estates— 
J. de M. Marler—252 
Children of Adopted Child Are Net “Lineal 
ee Entitled to Lower Tax Rate— 
'a.—474 
Domicile Determined by Actions Not Words— 
U. 3.—328 
Estate Taxation of Trusts for Support—George 
F. Elmendorf—122 
Equitable Non-Statutoery Apportionment of 
Federal Estate Tax Decreed Where Decedent 
Expressed No Intention—Ohio—329 
Exemption for Bequests for Masses Limited— 
Wis.—546 
Inheritance Tax Administrators Diseuss Time- 
ly Questions—601 
Insurance Aspects of Marital Deduction—J. 
Leonard Lyons—300 
Lapsed Powers and Marital Dedjucticn A Path 
to Tax Saving—Eugene P. Walsh—12 
Later Gifts Not Part of Lifetime Plan and 
Held in Contemplation of Death—Pa.—792 
tah lnonrance Taxation—Martin M. Lore— 
Marital Deduction—Share of Widow Electing 
Against Will Reduced Only by Estate Tax 
Directly Resulting from Passing of Her 
Portion of Estate—Ohio—329 
Minority Steck Interest Valued at Net Worth 
Rather Than Market—Pa.—233 
unciation of Income Less than Two Years 
Before Death Held in Contemplation of 
Death—U. S.—874 





DecemBER 1952 


Spouse’s Election & Marital Deduction—Har- 
old C. Jesse—768 . 

Statute Taxing Transfer of Jointly Held Prop- 
erty Regardless of Contribution is Constitu- 
tional— Wis.—547 

Tax Prorated Only Against Taxable Legacies 
—Pa.—547 

Tax Payable on Property of Resident of For- 
eign Country—Wash.—610 

What is Indirect Payment of Premiums ?— 
Richard H. Forster—923 

When Do Transfers Take Effect at Death?— 
Adam Young Bennion—46 

Where Burden of Federal Estate Tax Falls— 
Cal.—955 


General 


Consequences of Power to Consume Principal 
—Arthur B. Willis—205 

Executcr’s Sales Subject to Tax—584 

Federal Tax Notes—S. J. Foosaner—Monthly 
Feature 

Situs of Property—Effective Date of Gift— 
Wis.—402 

Tax Effects of Buy-Sell Agreements—Carl A. 
Stutsman, Jr.—582 

Validity of Intangible Personal Property Tax 
on Insurance Proceeds Held at Interest—Mo, 
—329 


Gift 


Gift Tax Exclusion Available for Minors— 
Reuel L. Olson—376 

Gift Tax On Property Settlements—Knox Far- 
rand—521 

Trusts for Tax Saving—Whitfield J. Collins—- 
42 


Income 


Income of Decedents—Comm. Report on State 
& Federal Taxation—M. K. Collie—745 

Transfers of Insurance for Consideration— 
Arthur Manella—820 

Trust Income Paid to Widow Partially for 
Children’s Support Not Entirely Taxable 
to Her—Canada—874 

Trusts Taxed as Corporation—Rudolph O. 
Schwartz—598 


WILLS 
Construction 


Acceleration of Remainders on Forfeiture of 
Legal Life Estate—Calif.—234 

Adopted Child is “Issue” and “Descendant” 
of Deceased Income Beneficiary of Trust— 
N. Y.—610 

“All My World!y Possessions, both Personal 
and Money,” Does Not Include Real Estate 
—Neb.—611 

Bequest Considered Absolute Despite Request 
to Will Remainder—Mo.—234 

Bequest to “‘Whoever Takes Care of Me in 
Last Illness’”—Pa.—611 

Clause Providing for Distribution if Trustee 
Should be Unable to Distribute to German 
Nationals—Mass.—547 

Devise to Person Staying in Home of Testator 
During Last Illness—Tenn.—794 

Different Effect of Term “Issue” in New York 
and New Jersey—N. Y.—474 

Estate Per Autre Vie is Subject to Disposi- 
tion by Will of Life Tenant—-N. J.—403 

Fiduciary Law & Procedure—Stock Bequests ; 
Appraisers; “Tangible Personalty”; Perzpe- 
tuities; Renunciation by Heir—D. M. Schuy- 
ler—752 

Holographic Will Censtrued as Layman Would 
Intend—Neb.—-331 

Identification of Future Wife not Ambiguous 
—Wash.—403 

Implied Cross Remainders—II].—403 

Income Passes to Beneficiary’s Estate—Law of 
Domicile Rather Than Situs of Trust Con- 
trols—Me.—794 

Intent to Preserve Property to Lineal Descen- 
dants—Ky.—155 

“Next of Kin’? Determined at Date of Life 
Tenant’s Death—Pa.—475 

Per Capita Distributicn to Grandchildren— 
Me.—794 

Pericd of Time for Qualifying for Bequest— 
Mo.—331 

“Personal Belongings” Limited to Clothing 
and Furniture—N. J.—475 

Presumption Against Intestacy Will Not Al- 
low Court to Read Into Will Missing Pro- 
vision as to Residue—N. J.—68 

Presumption of Intent Invoked Only in Ab- 
sence of Expression of Intent—U. S.—235 

Provision That All Taxes on Legacies or Es- 


tate Itself Shall be Paid Out of Residue Ap- 
plies to Inter Vivos Gifts—Mass.—234 

Remainder Vested Subject to Diversement 
Upen Condition Subsequent—II].—874 

Remaindermen Must Survive Life Tenant to 
Receive Share of Estate—Mo.—959 

Residuary Legatee is Necessary Party—-Wash. 
—404 

Reverter Passes under Residuary Clause—Il!. 
—548 

Specific Bequest Intended Rather Than Trust 
—Ariz.—332 

Trust Gift to Class Reopened after Testator’s 
Death—Pa.—235 

Words Supplied by Implication to Carry Out 
Clear Intent—N. J.—236 . 


Probate 


Acknowledgment by Testator to Witnesses 
That Document is His Will Required for 
Valid Execution under Uniform Act—Tenn. 
—795 

Agreement to Make Will in Consideration of 
Marriage Must Be in Writing—-Me.—404 

Approval of Will Before Incompetency Does 
Not Validate It—U. S.—959 

Breach of Contract Not to Contest—Wash.—68 

Court May Not Appoint Administrator Pend- 
ing Contest—Ariz.—795 

Declarations of Testator Admissible on Intent 
Where Only One Witness Subscribed to Will 
of Personal Property—Tenn.—330 

Doctrine of Dependent Relative Revocation 
Recognized But Not Applied to Duplicate 
Will—Ind.—611 

Doctrine of Privileged Communications Not 
Applicable to Will Attested by Attorney-— 
Wis.—475 

Duplicate Carbon Counterpart of Will Pro- 
bated—N. Y.—548 

Duties of, Trustee—Standard of Care—Ac- 
counting—Wash.—150 

Duty of Executor to Give Notice to Heirs— 
Neb.—475 

Express Request by Testator to Witnesses Not 
Required for Valid Execution—Tenn.—959 

Forfeiture Clause Does Not Bar Devise to 
Bona Fide Objectant—N. C.—612 

Forgery and Undue Influence Refuted—Pa.— 
155 

Lesser Degree of Publication for Probate of 
Holographic Will—N. Y.-—-959 

Letter Upheld as Holograph Will—Quebec— 
236 

Lost Will Cannot be Proved Solely on Declara- 
tions of Testator—Ky.—476 

Ministration of Narcotics Not Conducive to 
Testamentary Incapacity-——Wash.—874 

Monogram Not Sufficient Signature for Holo- 
graphic Will—N. C.—612 

Person Named as Executor is not Disqualified 
as Witness—Calif.—875 

Position of Signature in Holographic Will 
Immaterial—Calif.—875 

Presumption as to Destruction of Lost Will— 
Mich.—875 

Second Marriage Does Not Void Will Exe- 
euted During Prior Marriage—Ind.—236 

State Law Has no Application to Validity of 
Wills of Indians Disposing of Restricted 
and Trust Property—U. S.—156 

Statute of Frauds is Bar to Oral Agreement 
to Make Will and Not to Revoke One Al- 
ready Made, Notwithstanding Consideration 
—Mass.—331 





Prominent & Unusual 


Where There’s a Will: R. L. Flowers, J. P. 
Bickel, F. T. Holliday & F. L. Fullam—52; 
Arthur Capper, F. T. Lioyd, Sr., Wm. H. 
Wright & A. Irwin—144; Esther R. Barton, 
J. M. McMillin, F. T. Caldwell, B. B. Gos- 
sett & Clifford L. McMillen—224; King 
George VI—229; Melville Ross Gooderham, 
Hurlbut Smith & Leon Errol—309; J. B. 
Hill, Hugh Herbert, Rev. J. M. Thomas— 
469; S. Simon Selfmade (Jolly Testator)— 
484; K. S. Wherry, C. C. Criss, A. B. Wood, 
S. A. Davis & W. O. Briggs—537; J. W. 
Wadsworth, H. C. Johnson, G. N. Tidd— 
602; Wm. E. Scripps, E. S. Bamberger, 
Shippen Lewis, Lammot duPont & Wm. W. 
Carman—678; W. H. Pitkin, Paul Speicher 
& Wm. T. Noonan—796; Viscount Waldorf 
Astor, Col. J. W. McIntosh, Chas. Jehlinger 
& F. M. McCurdy—863; Henry M. Dawes & 
C. Geo. McCullagh—953 


Mutual & Contractual 


Consideration for Mutual Wilis—Wash.—611 

Evidence Established Contract—Colo.—326 

Joint Will Modified by Codicil After Death of 
One Testator—Ore.—327 

Plaintiff Permitted to Testify in Own Behalf 
—Colo.—152 
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American Natl. Bank & Trust Co.., 


Chicago __. 951 
American Security & Trust Co., 

Washington, D. C. ~ 639 
American Trust Co., Charlotte 922 
Bank of America, San Francisco 946 
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Cleveland Trust Co. 746 
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Trust Co., Chicago Oct. Second Cover 


Corn Exchange Bank Trust Co., N. Y. C. 819 
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San Francisco 287 
Crown Trust Company, Toronto 255 
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Detroit Trust Co. 952 
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Lincoln Rochester (N. Y.) Trust Co. 
Lynchburg (Va.) Trust & Savings Bank 
Manufacturers & Traders Trust Co., 
Buffalo 
Manufacturers Natl. Bank, Detroit 
Manufacturers Trust Co., N. Y. C. 
Marine National Exchange Bank, 
Milwaukee 
Maryland Trust Co., Baltimore 
Mercantile National Bank, Dallas 
Mercantile Trust Co., St. Louis 
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Montreal Trust Co. 
Morristown (N. J.) Trust Co. 
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National Bank of Detroit 
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National City Bank, Cleveland 
National Newark (N. J.) & Essex 
Banking Co. _. 
National Savings & Trust Co., 
Washington, D. C. 
National Shawmut Bank, Boston 
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°° ADVERTISING INDEX «¢ 


During 1952 the following institutions and organizations advertised in Trusts AND Estates. We commend their em- 
ployment whenever the need arises for use of the services which they are peculiarly qualified to render — whether 
investment, 
Advertisers in the current issue are indicated by italics; the latest insertion reference is shown for the others. 
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Connecticut General Life Ins. Co., 
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Investment 
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P. F. Fox & Co. _ 
Ira Haupt & Co. 
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Keystone Company of Boston 
Carl M. Loeb, Rhoades & Co. 
Hugh W. Long & Co., Inc. 
Moody’s Investors Service 
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Knowledge for you...in the palm of his hand 


IS KNOWLEDGE is readily available because he 
H is using it daily. He is your Connecticut 
General representative. Through experience and 
continuing study, he ranks as an expert in the 
whole broad field of personal and estate insurance, 
business insurance and pensions. 

Trust officers, accountants and attorneys make 
use of his experience. 

His analytical approach is applicable to all the 
problems of distribution or accumulation of an 


estate. His wide contacts and activity may be a 
source of new business to you. 

Your Connecticut General representative is a 
good man to have at your conference table. 

For more information, write Connecticut General 


Life Insurance Company, Hartford, Connecticut. 


LIFE... ACCIDENT... HEALTH 
Group INSURANCE AND PENSION PLANS 


Pension Trusts... ANNUITIES 
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